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Adopted from the Boston Consulting Group Matrix

Penetrating Existing Tourism Markets.

Market penetration is the name given to a growth strategy where the business focuses on selling existing
products into existing markets.
Market penetration seeks to achieve four main objectives:

v" Maintain or increase the market share of current products — this can be achieved by building a
strong target market strategy by focusing on the following factors;

v"Increase usage by existing customers — for example by introducing loyalty schemes or a discount
structure;

Develop New Tourism Markets.

Market development is the name given to a growth strategy where the business seeks to sell its existing
products into new markets.

There are many possible ways of approaching this development strategy, including:

New geographical markets; for example advertising the facilities at provincial, national and international
level;

New product dimensions;

New distribution channels;

Different pricing policies to attract different customers or create new market segments;

Develop Existing Tourism Products.

Product development is the name given to a growth strategy where a business aims to introduce new
products into existing markets or existing customers;

This strategy may require the development of new competencies and requires the business to develop
modified products which can appeal to existing markets.




Diversification into New Sectors.

= Diversification is the name given to the growth strategy where a business markets new products in
new markets.

= This is an inherently more risky strategy because the business is moving into markets in which it has
little or no experience.

= For a business to adopt a diversification strategy, it must have a clear idea about what it expects to
gain from the strategy and an honest assessment of the risks.

Operational Plan for New Tourism Facilities.
= The tourism products such as resorts would require a plan to ensure that they are quickly

integrated into existing Tourism Value Chains. A basic Implementation Plan would entail but not
limited to the following;

Integrate
Facilities under
One Brand

Product
Implementation

Register with
all Statutory
Bodies

FACILITIES BRAND INTEGRATION.
= Existing and new tourism facilities shall be branded properly in order to give them a competitive edge.
The brand name must also ensure that the product is easily identified and distinguished from its close
competitors. The brand shall be marketed in such a way that it derives proper brand loyalty which shall
result in increased sales.

Possible Branding Options.

| Branding Option #1 | Branding Option #2

Branding Emalahleni Tourism as a possible Branding Emalahleni Resorts camp sites,
winter destination given the snowfalls on the teambuilding sites because of the remote nature,
Dordrecht Indwe Mountains during winter. weddings & party sites because of the location
on the banks of indigenous dams.

Branding Option #3 Branding Option #4

 Tany

Search engine optimization by advertising on the Co-Brand with already existing brands that have
internet and securing rights to certain key search a considerable tourism market share.
words on Google.
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CREATE LEGAL ENTITIES.

The purpose being to ensure that all tourism facilities are registered under recognized legal entities so as to create
a platform for them to do business with other registered entities. The entities shall be registered as either privately
owned companies, close corporations or any other entity type as prescribed by the Companies & Close
Corporations Acts of South Africa as amended.

REGISTER WITH STATUTORY BODIES.

Statutory Body Purpose.
1. | SARS For all statutory taxes (Income Tax & VAT).
2. | Local Municipality For rates, electricity, water & sanitation, Health Certification, etc
3. | SATOUR For product and service standardization.
4. | FEDHASA For product and service standardization.

LiST FACILITIES ON EXISTING DATABASES.
All facilities to be listed on the following databases for business referrals;

All provincial government departments;

All national government municipalities;

All state owned entities;

All tertiary institutions in the province;

All municipalities in the region;

Any other open databases;

All registered and recognized travel agents.

FACILITY ACCREDITATION & GRADING.

All tourism facilities to be accredited by recognized accrediting bodies and be graded continuously by the
Tourism Grading Council and be subjected to stricter grading requirements so as to maintain such status.

21) SECTION8: THE CONSTRUCTION SECTOR.

The construction Sector at Emalahleni Local Municipality is relatively small but has seen some organic growth
over the past five (5) years. According to the Eastern Cape Socio Economic Consultative Council (ECSECC),
the sector has contributed about R20Million Rands to the Real Gross Domestic Product of Emalahleni Local
Municipality for Tax Year 2009.

Emalahleni Local Municipality - Construction Sector Perfomance
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The above figure represent the infrastructure development, maintenance and low cost housing developments
financed by the Chris Hani District Municipality, Emalahleni Local Municipality as well as various other Provincial
and National Government Departments. The growth has been slow but steady at a rate of 3% to 5% year-on-
year.

The sector has a poor labour absorption rate with less than 500 people on average employed per annum. This
growth has been negative and shedding jobs.

Emalahleni Local Municipality - Employment by Sector (Construction Sector).
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There is a compelling need to unlock growth constraints, to develop sustainable contracting capacity and to elevate
enterprise development of previously disadvantaged individuals. Leadership by government is required to
establish the framework for contractor development, to unlock growth constraints and to stimulate the role of
industry and stakeholders for skills development, meaningful empowerment and improved performance.

Various initiatives and techniques to support contractor development in the construction industry is public sector
procurement exist in South Africa. One such technique is an opportunity provided by the Preferential Procurement
Policy Framework Act (PPPFA) which must be streamlined within the Municipal Supply Chain Management
Policies.

Emalahleni has a relatively small and less complicated construction industry, with a number of building contractors
who are classified as Emerging Contractors. Most of these Emerging Contractors are registered within categories
CIDB 1 - 5 of the Construction Industry Development Board (CIDB) of South Africa. Heading toward the 21st
century, the companies have to face new challenges caused by globalization, advances in technology and changes
in the structure of the South African economy. In order to survive and grow, the Emerging Contractors should
always pay much attention to the environment, either general or task, to identify the opportunities and threats. This
report, first briefly introduces the changes in the general environment that have effect on the construction industry;
then using the model proposed by Porter (1980), the five competitive forces in the Emalahleni construction
companies are analysed.

Based on that, finally this report proposes some business strategies that may be suitable for the Emerging
Contractors within Emalahleni to grow, by taking advantage of national, provincial, regional as well as local
construction opportunities. Of these strategies, strategic alliance, joint venturing, incubation, training & mentoring,
vertical and horizontal integration are highlighted as the key strategies that can be used to build Emerging
Contractor Capacity.
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An overview of the total estimated public sector contract awards per cidb Grades is shown below for General
Building and Civil Engineering for the period 4th quarter 2007 to 3rd quarter 2008. The distribution in public sector
contracts awarded between the gradesreflect the infrastructure requirements of South Africa, but also reflect the
potential to support contractor development across the various grades. The figure below clearly illustrates that
potential exists to promote contractor development using public sector procurement across all Grades — and not
only across, for example, Grades! 2 to 4 which is the dominant focus point of current CDPs within Works
Departments.

The ability to use public sector procurement to influence contractor development will however clearly vary from
province to province. The following is a breakdown of report contract allocation to CIDB Contractors at national
level (Building Work) in 2008;

CIDB Construction Report - 2008
000000

20,000%—

10,000%—

7 to 8 5 to & 2 to a
Year 2008

source . Construction Tndustry Development Board . www.cidb.co.za
Source: CIDB

The following is a breakdown of report contract allocation to CIDB Contractors at National Level (Civil Work) in
2008;

CIDB Construction Report - 2008

30,000
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Year 2008

Source: Construction Industry Development Board. www.cidb.co.za

While public sector procurement is a key driver that can be used for contractor development, a further point that
needs to be considered is the distribution of public sector spend not only across tender grade and class of works
as illustrated above, but also across the life cycle of a project or infrastructure value chain. CDPs should not only
focus, say, on new capital works but also on maintenance, refurbishment, etc. The table and graph below reflect
the maintenance and refurbishment which currently account for approximately 20% to 30% of all public sector
General Building contract awards, and approximately 10% to 20% of Civil Engineering contract awards.
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Public Sector Contracts Awarded to CIDB Contractors
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CONSTRUCTION SECTOR DEFINITION.

The Construction Sector at Emalahleni Local Municipality is characterized by both the civil and building contractors.
Both classes of contractors are predominantly small and compete mainly for the following type of work;

Emalahleni Local Municipality - Construction Industry Structure

The total number of cidb registered contractors in General Building and Civil Engineering, excluding Grade 1
contractors, is shown in the graphs and tables below and will be elaborated on further in the sections to follow.
There are no indications that capacity shortages exist in the lower Grades within the General Building and Civil
Engineering classes of works. In fact, all indications suggest that there is an oversupply of contractors in Grades
2 to 4 within these classes of works, and that this is a very competitive environment.
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Capacity constraints do however exist in other classes of works within the above mentioned Grades — such as in
certain categories of Special Works. CDPs need to take cognisance ofhighly competitive environments, and should
avoid, where possible, stimulating further competition through new entrants in competitive environments. On the
other hand, CDPs should take cognisance of areas with capacity constraints, and where appropriate should
consider designing CDPs to address such constraints that impact on service delivery.

No. of Registered CIDB Civil Contractors
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Of significance is that black ownership is relatively high across Grades 2 to 6 — with about 80% of all construction
companies being black owned (defined as ownership greater than 50%). Preferencing of black owned construction
companies is therefore no longer a sufficient differentiator in the lower cidb Grades to support contractor
development —and differentiators are increasingly becoming more performance orientated (such as track record
for delivery, competence and experience, etc.).

ASSOCIATED SECTOR ASSOCIATED TO THE CONSTRUCTION SECTOR.

= The construction industry has evolved over the years and became vertically integrated with plant hire;

= Competitive companies within the sector have built a renowned competitive advantage by investing in
light and heavy duty plant which is sourced to their construction division to give them an edge over their
competitors.

FACTORS THAT MIGHT BE INFLUENCED BY COMPETITORS, NEW ENTRANTS & BY EXISTING COMPANIES.

Threat of New Entrants.

= The height of entry barriers is high as there a considerable capital outlay required to enable emerging
contractors to compete on an equal footing with their established counterparts;

= Construction work is secured through very competitive bidding processes that are usually difficult for Emerging
Contractors to understand and follow;

=  Whilst there has been considerable effort from various institutions of government to train emerging contractors
on basic tendering skills, such has not capacitated them to understand the basic construction science and
well as the actual technical tender estimation;

= |t however recommended that the municipality together with other public sector partners shall initiate an
Emerging Contract Development Programme within Emalahleni to up skill the contractors from the lowest
CIDB grades to the more competitive CIDB grades as well as sourcing relevant tender estimation or pricing
courses such as the Merkel’s or Bill Cost specific training and/or similar.
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The following are the major drivers of this force;

Supply-side economies of scale.

The Contractor Incubation Programme Management team aims to ensure that the Construction Education
and Training Association (CETA) expedite training arrangements and other programmes such as the Black
Suppliers Development Programme of the Department of Trade and Industry;

The Programme is however not designed to award formal NQF level qualifications such as the National
Certificate in Construction (NQF level 4 or 5);

Accessibility to back-to-back agreements and credit guarantees with the Independent Development
Corporation (IDC), Eastern Cape Development Corporation (ECDC) and the banks for bridging finance are
also arranged. The Programme is designed so that mentors are appointed to assist the contracting enterprise
with its development — to date, a total of 14 mentors have been appointed to provide support to the CIP
contractors that are awarded the DPW projects;

Mentors assess contractor's level of development using the SACEM model and design development plans
that guide contractor development through the duration of the programme.

Mentors coach contractor’s onsite during the project and also incorporate outcomes of the development plan
in providing support. The key support areas include leadership, project management, stakeholder
management, resource management, cost and quality management, handling sub-contractors and suppliers
and managing the environmental and statutory requirements e.g. OHS.

Other support includes training and an arrangement with the Standard Bank to provide financial assistance to
the CIP contractors on a piloting basis.

The training that has been provided to the CIP contractors include training on the CIP procedures, DPW
Procurement procedures, JBCC, SACEM Assessment, Small Business Management, OHS Act etc.

The DPW also facilitates networking and information sessions for the CIP contractors through provincial
meetings and using the CIP database.

Demand-side benefits of scale.

= As already noted, demand side project funding is currently a severe constraint within the Programme.

= The NDPW CIP ensures that the security of payment and payment cycles are improved by paying
contractors every 14 days, and the NDPW applies the department’s waiver of guarantee and scheme.

= There are however no provisions for simplified conditions of contract.

= Joint ventures are only considered where contractors have clearly defined roles and responsibilities to
avoid exploitation and delays.

The Bargaining Power of Buyers.

The buyers in the construction industry have their own different characteristics from other industries.

= First, it is the buyers or the owners of the projects initiate the projects, and they would award the project
to one company they assume the best through open tender. This gives a lot of bargaining power to the
buyers over the construction companies.

= Second, every project that the construction companies take part in usually lasts long enough to contribute
a very important part of the turnover of the company, that means the potential for the companies to get a
new project will have great effect on their profitability, even survive. This makes the construction
companies in a disadvantaged position.

= Third, now there are so many small companies are active in the regional (CHDM) construction market,
whose technical or service ability is similar, that makes the buyers have a lot of choice.

= Fourth, the buyers have no switching costs, they can just decide the contractors based on their own
preferences;

= Fifth, the whole set of construction activity happens only once for one particular project, and the buyers
or customers can only decide the quality of the product after it is finished. These make the buyers always
careful when they deliver the projects, which mean they would make good use of their bargaining power.
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As a result, the past experience and reputation of the companies become an important source of
competitiveness.

With the development of the economy, the needs of the customer also have been changing, which would
lead to the up or down of their bargaining power.

The increasingly technical, procedural complexity of the projects requires the construction companies'
active participation in all the phases of the projects.

Bargaining Power of Suppliers.

As mentioned before, building material manufacture is characterized by the dominance of large firms.
80% of the building material is supplied by 20% of the companies;

Suppliers of building material operate strictly on C.0.D. and quite a few companies are able to access
credit for building material;

A few earthmoving or plant hiring companies are vertically integrated and thus give preference to their
own contracts and would only hire out obsolete plant.

Government Efforts to Improve the Sector.

DPW Eastern Cape Contractor Incubator Development Programme.

The Eastern Cape Contractor Incubator Development Programme (EC CIDP) operates in the Eastern
Cape Province under the custodianship of the Eastern Cape Department of Public Works (EC DPW). The
Programme runs over a three year cycle, and focuses on the development of contractors in cidb Grades
2 to 5. The targets within the Programme are 20% youth, 10% disabled, 50% women and 20% other;
The EC CIDP is aimed at ensuring that contractors from previously disadvantaged backgrounds are given
the opportunity to get mentorship, training and support, as well as to create an enabling environment
within which selected existing contracting enterprises can develop into sustainable contracting
enterprises;

The Programme is an advancement programme with each stage of advancement characterized by higher
levels of risk to the contractor and the removal of support mechanisms by the department. The staged
advancement programme is designed to effectively remove barriers that prevent the full participation of
emerging contractors in the construction industry;

60 contractors have entered the Programme which was started in 2007, and 12 contractors have to date
increased their cidb grading by one grade (predominantly from Grade 1 to 3). No contractors have yet
increased their cidb grade by two or more Grades. Because of the newness of the Programme, no
contractors have yet exited the Programme.

Institutional Capacity and Management Model: The EC! CIDP has an established regulatory
framework to support emerging contractors which allows for targeted procurement procedures which are
in line with affirmative action policy;

The ECIDPW business processes are geared to ensure that budgets and projects are identified in the
department’s infrastructure planning cycle, and that contractors participating in the Programme are cidb
registered;

The EC CIDP capacity is supported by representative of all the programme stakeholders into a Project
Management Unit including the CIDP managers, municipalities and mentors from The Coega Industrial
Development Zone (IDZ);

Geographical constraints appear to be not dealt with adequately in the Programme, and have been
highlighted by various contractors;

The mentoring capacity and support is perceived by the contractors to be adequate, but the in-house
capacity of the department is perceived to be a major constraint in effectively running the Programme;
Contractor Development Model: Selection of a contracting enterprise is based on experience in
contracting and experience in the construction-related activities;
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7.3.6.2

The level of a contractor’s development is assessed using SACEM, and a minimum level of development
is required for admission to the Programme; Contractors participate in the Programme for a period of
three years, during which time they receive access to finances, appropriate support, and accredited
training programmes to address managerial, financial, technical and administrative capabilities;

The procurement method applied by the EC CIDP is based on limited bidding processes, and the EC
CIDP aims to provide contractors with sufficient work opportunities within the Programme. Sustainability
of work within the EC CIDP has however been highlighted as a major constraint by participating
contractors — particularly at the lower cidb grade levels;

The EC CIDP relies on a mentorship programme for monitoring and evaluation, and to set criteria for
performance standards. The Programme therefore relies on the mentor and training to reduce the
Department’s risk and exposure to non-performance, whilst affording small and emerging contractors an
opportunity to overcome business impediments;

The emerging contractors are guided and advised in areas in which they need to improve their
competency and develop the technical, managerial, administrative, commercial and business skills of their
key staff members;

Joint ventures are only considered for projects were different classes of work are required, in which the
partners in the project therefore have clear defined roles and responsibilities. Subcontracting is also
encouraged to create business linkages between emerging and small contracting enterprises;

No clear strategies appear to exist to ensure continued support for contractors that have exited
successfully;

Demand Side Practices: The EC CIDP does not require any sureties from contractors, but applies a
retention system to reduce risk;

Payments cycles ensure the contractor are paid twice every month, but information regarding payment
disputes resolution processes could not be obtained;

The EC CIDP uses the cidb Standard For Uniformity Procurement Tool to simplify their procurements
processes;

Supply Side Practices: The EC CIDP provides entrepreneurial training for small start-up businesses to
facilitate their entry into the economy, and provides access to experienced and accredited mentors which
monitor and evaluate the progress and skills of contractors throughout the Programme Access to finance
has been facilitated through an MOU with financial institutions, with mentors providing support on financial
management.

ECDC IECDM

Overview: The Eastern Cape Development Corporation Integrated Emerging Contractor Development
Model (ECDC IECDM) was not part of the CDP assessment, but a brief description of the Programme is
included here.

The ECDC IECDM was driven firstly by the risk management needs of clients in the region, and secondly
by the ECDC’s mandate as a development corporation. The model (or Programme) is based on the
principle of creating a controlled environment where measurable standards are set, actual measurements
done, deviations assessed and corrected, in order to reach the stated objectives. The model thus had as
one of its cornerstones a Total Quality Management (TQM) intervention embedded.

The ECDC IECDM runs over a two year period, and currently has about 62 contractors enrolled —
predominately in Grades 2 to 6.

In the previous ECDC IECDM Programme that ended in 2008, 54 Grade!1 to 5 contractors were enrolled
— of which 51 increased their cidb grading by one level, two contractors have increased their grading by
two levels and one contractor by more than two levels.

Institutional Capacity and Management Model: The ECDC CDP ‘“Integrated Emerging Contractor
Development Model” is well documented6, and brings together a range of stakeholders, including:
Project Managers;

Clients: Every project has a clearly identified client, committing projects to the value of R5 million and
more for a period of at least 24 months;
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Accredited Construction Mentors, to oversee the institutional (formal) training of the emerging contractor
and the transfer of such skills to the business of the contractor — with the objective of developing a self-
sufficient and sustainable contractor, who can operate independently after 24 months. They are selected
on the basis of:

passing an examination and psychometric evaluation (aptitude test) conducted by the University of the
Free State (or another acceptable evaluation);

having taken part in a structured training course to establish understanding and compliance requirements
of the mentoring objectives;

Passing a personal interview for selection in to the Programme;

by showing dedication and commitment to act as business advisor and confidant of the emerging
contractor, and in some instances taking an executive responsibility;

Construction Education and Training Authority (CETA), to:

provide finance in support of a tripartite agreement to facilitate training by a training provider;

provide assistance with the Recognition of Prior Learning (RPL) process; and

assess training outcomes and the awarding of qualifications.

CETA accredited Training Providers are carefully selected in order to assure that the Training provider is
capable of providing the required training, working within a structured managed programme;
Independent Quality Managers, who monitor all the elements of the Programme. Quality Managers meet
with contractors and their mentors quarterly to assess monthly progress reports from mentors,
contractors, training providers, quality managers and the project managers. Comprehensive feedback
regarding the programme progress is then provided to the client.

Contractor Development Model: Contractors are subject to selection in order to enter the programme
based on the following criteria;

Assessment and acknowledgement of previous learning (RPL) in order to select a suitable training
package;

Must satisfy the minimum CETA requirements to enter a “learnership’, leading to a national construction
contractor qualification; must past a potential test as part of the selection criteria;

commitment to the intensive 24-month training programme; and

Have to be positively disposed towards a mentor/protégé relationship.

Demand Side Practices: Currently, the ECDC has MoU’s to provide such projects with the EC Provincial
Department of Public Works and the EC Departmental Housing, each committing projects to the value of
R5million and more for a period of at least 24 months.

Supply Side Practices: Contractors are trained in terms of the National Qualifications Framework (NQF)
on Level 2 Construction Contractor Learnership. The Programme is structured according to the 70:30
CETA requirements for the time distribution between classroom and onsite training.

The onsite portion of the training is substantially enhanced by the presence of the mentor. Classroom
training takes place for two full days every week over a 24-month period. This however placed
considerable strain on the contractors, who in conjunction with this training, still had to attend to their daily
business activities — resulting in some delays.

A dedicated bank account is recommended for each construction contract that is entered into and all
payments due to the contractor for work done have to be ceded to this account and only be withdrawn
under the joint signatures of the contractor and the mentor.
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RECOMMENDED STRATEGIES FOR CONSTRUCTION SECTOR DEVELOPMENT.

In order to propel the construction sector within Emalahleni Local Municipality into competitive levels, the
following strategies are recommended for implementation;

Establishment of a database of all registered building and civil contractors from CIDB 2 & 6 and classify
them according to location, size as well as other demographic characteristics;
With the assistance of such institutions as Seda, ECDC as well as CIDB, assist registered contractors on
lower CIDB grades to move up the current CIDB Grade to the next CIDB Grade;
Put together specific and targeted training programmes such as the following;

v' Basic Construction Management Training Course (put together with CIDB and/or DPW);

v" Enroll such emerging contractors on a Merkel’s or Bill cost Tender Estimating Course;

v Ensure that all contractors have a Basic Construction Management Reference Manual as well

as access to Merkel’s Builders Pricing Manual;

Enroll all contracts that have undergone such specific training programmes to a Specific Incubation
Programme and facilitate linkages;
Create specific opportunities for access to construction work within CIDB Grade 2 & 6;
Create joint venture opportunities with the established Building & Civil Contractors for specific projects
within Emalahleni so as to allow an opportunity to learn and move up the grades within CIDB;
Assist in creating at least three (3) horizontally integrated construction companies (SPV) where a group
of not more than five (5) emerging contractors are shareholders;
Assist companies established to be vertically integrated;
Assist companies in building stronger techniques for (STP) market segmentation, target marketing &
market penetration as well as diversification;
Graduate the contractors out of the programme and bring in a new group.
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22) SECTION9: THE RETAIL SECTOR.

Despite the global recession, which also impacted local markets, South African retail experienced slightly stronger
growth in 2009 than the previous years. While this may largely due to increased unit prices, many local retailers
are dropping prices in order to drive volume sales. Due to South Africa’s history of apartheid and allied international
sanctions, retailing is dominated by several large South African holding companies, which account for by far the
majority of the leading retailing brands in South Africa.

The holding companies operate in various categories, ranging from grocery to clothing and footwear and furniture
and furnishings. Not only do these companies offer a number of brands within a certain area of retail, but they also
ensure that they capture a core target market, whether lower-, middle- or upper-income consumers. The
competitive environment may see a shake up when leading international players take an interest in the
opportunities South Africa presents. While South African retailing experienced strong growth in 2009, growth is
expected to stabilize over the forecast period. The effects of the current economic downturn will continue to be
felt, and as consumers realise there is no immediate change in the economic climate, so they will further curb
spending on non-essential items.

Emalahleni has a relatively small and less complicated retail industry, with a number of national franchises and
self-owned small owned (SOHO) retail outlets. The sector spreads to rural areas with retail outlets that sell a
mixture of products. The retail sector has seen considerable growth in the past three to five years. This report,
first briefly introduces the changes in the general environment that have effect on the retail industry; then using
the model proposed by Porter (1980), the five competitive forces in the Emalahleni retail sector is analyzed. Based
on that, finally the Strategy proposes some business strategies that may be suitable for the Retail Sector within
Emalahleni to sustain and grow.

Emalahleni Local Municipality - Retail Sector Perfomance
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The sector has been growing at a rate of 3% to 5% year-on-year and given retail sector figures released by
Statistics South Africa, the sector has recorded a steady growth during the first quarter of 2010.

The wholesale and retail sector has contributed about 80% to the Gross Domestic Product and has seen a
steady growth for the past three financial years (2007, 2008 & 2009).
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Emalahleni Local Municipality - GDP Growth by Sector
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Despite the low growth (3% - 5%), the sector remains attractive and profitable. The sector continues to maintain
a good competitive position and requires a lot of support in order not only to sustain the growth but expand it.

THE RETAIL INDUSTRY DEFINITION.

The Retail Sector at Emalahleni Local Municipality is the biggest contributor (except for government) to the GDP
of the municipal area. The sector has been classified in terms of its offering in the following graphic;

Emalahleni Local Municipality - Retail Industry Structure

Grocery Hardware,
outlets Retail, Nen-Grocery,
Outlets

Fast Food, Furniture &, Eresh,
Qutlets. Homewarxe, Produce,
_
iwwm Retcoleum. &

Graphic: Executive Insights

The sector is composed of mixture of retail outlets which can be classified as Small, Medium & Micro Enterprises
as most of them have an annual turnover of not more the R5Million. As has been eluded in this report, there a
good mix of national franchise outlets particularly in the town of Lady Frere whilst there is one national grocery
outlet in Dordrecht and no national grocery outlet at Indwe. There is also a good mixture of small owner home
owned (SOHO) enterprises that are usually classified as SMME'’s.

GEOGRAPHIC SCOPE OF RETAIL COMPETITION.

There are different types and sizes of retail outlets located on all the three town centres and are illustrated in the
following graphic;
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Emalahleni Local Municipality - Geographical Scope of Competition.
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FAcTORS THAT AFFECT RETAIL SECTOR COMPETITIVENESS.

The competitive of the wholesale and retail sector has been undertaken using the Porter’s Five Forces Model,

see graphic below;

Risk of entry
by potential
competitors
v
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Susreliers established buyers
firms
Threat of
substitutes
Forces Description & Effect
Rivalry amongst Rivalry is quite low as there are fewer competitors because of the small size of
existing entities the economy.

varietv variatinn & aunalitv

Bargaining power The buyers operate within prescribed principles of the supply chains that govern
of buyers. the national franchises. This power is high as this sector as it is driven by volume,

Bargaining power This power is quite high. Suppliers are competing for higher returns in a

of suppliers. competitive market. Price, quality and after sales services are the drivers of this
force.
Entry by Financial institutions are risk averse and impose a lot of austerity measures thus
competitors. making it difficult for new players to access capital.

There is currently a considerable rate of market pull-backs because of recession
therefore verv little chance of new plavers entering this snace.

326




The wholesale and retail sector is a biggest contributor in the Emalahleni Local Municipality’s Gross Domestic
Product as has a highest labour absorption rate. Prudent planning as well as developing and setting up of specific
strategies would ensure that this sector maintains its competitive position and also create a firm platform for

expansion and growth.

Emalahleni Local Municipality - Creating a Strategic Advantage For the
Wholesale and Retail Sector.
VWasansiasian. Leadership,
Focus,
Enabling, Appropriate,
Bye-Laws, Infrastructure,

Graphic: Executive Insights

There are two proposed approaches to achieve this, one being the application of generic strategies and
secondly thecreation of the appropriate infrastructure. The proposed strategies are illustrated in the graphic

above;
Strategy Description & Effect
Cost Requires aggressive construction of efficient-scale-facilities, pursuit of cost
Leadership. reduction, tight overhead control, avoid marginal accounts, cost minimization in
areas such as R&D etc. Can also be achieved by having a high market share,
favorable access to raw materials.
Focus. Achieved by focusing on a particular group, segment of the product line,
geographic market etc.
Enabling Basic infrastructure that is essential to optimal operation of the sector.
Infrastructure.
Appropriate Passing Bye-Laws that are friendly to business in general but appropriate to
By-Laws. the wholesale and retail sector specifically.
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23) THE MINING SECTOR SECTION 10

BRIEF OUTLINE OF THE COAL MINING ACTIVITIES.

Emalahleni Local Municipality has a proven resource of coal found on coal beds located at Indwe area. The
Department of Minerals has awarded rights to a Port Elizabeth based company known as Elitheni Coal Energy
Efficiency. According to Elitheni, the coal resource is about 150 million tons, less than 3% of the area available to
it for prospecting purposes. Ofthese150milliontons, 31million tons have been deemed of viable export quality.

The coal found in the coalfields varies | nature from anthracitic ,to lean and bituminous coal, with evidence
of coking coal resources. The coal typically has a high ash which can be washed to acceptable levels at economic
yields. The coal has advantages in that it has particularly low sulphur, phosincoal and inherent moisture, the former
two  characteristics  being  of  particular  importance in  the  metallurgical  industry.
Elithenihas9281haofminingrightsSWofthetownoflndweintheGuba Valley /Macubeni Area. Additional prospecting
right sover surrounding privately owned farm land comprises a further approximately/about 60 000ha. All rights
are new order based on the MPRDA of 2002.

There-opening of the coal fields was on the basis of the need for power generation in the Eastern Cape, given that
Eskom lose between 10-21% of power transmitted from northern parts of the country to the coast. In addition, and
as a result of these losses, the electrical grid in the Eastern and Western Cape is largely unstable and very
dependent on the stability of Koeberg. Elitheni has a signed off-take agreement with independent power producer
(IPP)IPSA, for 1 million tonnes of coal per annum; in support of a planned mine mouth IPP plant. Unfortunately
this has not yet materialized due to the fact hat

Eskom’s base load power programme for which IPSA had pre-qualified has tarried. The recent award of
MTPPPPPA’s (IPSA being one) as well as the recently announced and imminent release of the IRP2010, is
indicative of action in the energy sector which will hopefully facilitate the award of base load PPA’s to IPP’s. It is
difficult to estimate when this supply will commence given the dependency on the IRP 2010 and related
governmental processes. Given delays in IPP generation in SA, Elitheni embarked on an export
feasibilitystudyinJune2010, to assess the viability of exporting coal to countries north of South Africa. Although this
has progressed well and initial results are positive, we have not yet released an announcement on this and cannot
provide further information, suffice to say, the company, subject to progression to a FEED stage and conclusion
of the BFS, would look to commence exporting coal in Q1/2 2012.

Elitheniiscurrentlyminingforsupplytolocalbrickyardsonasmallerscale, however, will commence supply to larger
industrial clients before the end of the year, which will see a gradual ramping up of production and supply, through
the course of 2011. The local industrial supply is based on technology the company is introducing to market,
capable of burning the anthracitic coal for steam generation. The primary ramp-up will only occur in 2012 based
on the export strategy being targeted, namely 1Mtpa ramping up to  2Mtpa.
ExportsofiMtpawillresultinrequiredproductionof about 1.9Mtpa,given
additionallocalmarketpenetration;productionof2.25Mtpaisexpectedin 2012/2013.

This level of production will result in approximately 1000 direct jobs created by the mine.

Using an accepted multiplier of 10, it can be expected that over 10 000 jobs will result, capable of feeding over
100 000 people. GiventheEmalahleniLocalMunicipalitycomprisescirca125 000peopleof which poverty ratings are
high, this will represent significant opportunity. Although not released and therefore it is not permissible for us to
relay, CAPEX figures and related investment in the Eastern Cape will be considerable. A research note compiled
by the company’s advisors at the beginning of the year, highlighted a possible investment in the Eastern Cape of
over ZAR 500M from the mine alone. An IPP power plant could result in an investment 10 times this size.

Elitheni is committed to the ELM and to the success of this project. Many hours, millions of Rand and the
investment of hundreds of people’s energy have gone into bringing this project where it is today. The discovery of
exportable quality coal, power generation possibilities and the development of local technology to assist in local
market supply, has resulted in significant additional opportunity for the mine.

Elitheni until today has largely been an exploration company and although industry norms refer to a 5 year ramp-
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up in terms of application to turning ore, Elitheni have accomplished this in 4 years and are optimistic, with the
support of the ELM, the traditional leaders and the community and other key stakeholders and shareholders at
large.

MAINSTREAMING OF COAL MINING OPPORTUNITIES ONTO LED.

Based on the synopsis given above (source: Elitheni Coal Mining), the municipality has taken a strategic
decision to mainstream coal mining on the LED Strategy, on a what-if-scenario basis. The mainstreaming has the
following implications;

a. That as and when the intended mining and related operations take, the municipality will provide the
relevant institutional support as required by the mining company.
b. The municipality will provide the relevant infrastructure within its capacity to support the initiative.

24) SECTION 11: INSTITUTIONAL ARRANGEMENTS & BUILDING CAPACITY TO DELIVER THE STRATEGY.

The success of the LED implementation hinges on the success on appropriate institutional arrangements,
institutional capacity, resource and effective governance. The coordination organisation for local economic
development is best thought of as set functions within Emalahleni Local Municipality rather than a single unit or
division performing all the tasks. The key elements of this environment are:

1 \ Appropriate Leadership.

Local government cannot drive economic development on its own but can act as a facilitator and leader. LED
requires political will, as it involves decisions around resource allocation and the realignment of investment. In
Emalahleni Local Municipality the politicians have provided leadership on some key matters, but gaps remain,
and there has been no coherent overarching economic development strategy. LED also requires management
leadership to translate this vision into a programme of authoritative action. Specific connections need to be
established between the Council and formal, informal and black businesses, agencies and sector bodies such
as tourism bodies, sector groups such as organized agriculture and civil society. In addition, this leadership
needs to connect across the geographic area. To date, development in Emalahleni Local Municipality has not
been driven with a shared growth lens and at times the formal private sector has set the agenda.

This LED formulation process provides a platform for Emalahleni Local Municipality to engage with the
respective stakeholders and position itself as a leader of economic development in the region.

2 | Advancing Batho Pele Principles.

The quality and efficiency of service delivery and the attitude of municipal employees impact on the economic
attractiveness of the area. At the household scale, the quality and effectiveness of interactions with the Council
have an enormous impact on livelihoods. Reliable service delivery (water, waste and energy) is key. The bulk
of the complaints tabled in the course of the LED strategy development were in the area of planning. People
spoke of years, not just months, that they had been waiting to conclude deals or secure approval, resulting in
high holding costs. In the case of former township areas applications for rezoning just don’t seem to be
prioritized and land continues to stand vacant, while business people simultaneously wait for land to do business
on.

3 | Land Use Planning

Land release and planning are both key drivers of development and therefore need to be urgently addressed
by the Municipality.

4 \ Stakeholder Mobilization, Engagement and Participation.

There is a need for both formal and informal participation mechanisms. Formally the Ward Committees and the
Integrated Development Plan (IDP) are the vehicles for such engagement. Emalahleni Local Municipality has
one of the better functioning ward committee systems in the province and holds annual IDP consultations.
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However, while technically compliant, the participatory spirit of consultative government in Emalahleni Local
Municipality has been questioned. Across the board, rich and poor communities complained about the lack of
adequate information on processes and procedures and the inaccessibility of staff. In general, people felt the
area offices were more accessible than the Lady Frere head office. In addition, business noted that the lack of
access to the Municipal Manager and the political leadership hampered investment. There are many dimensions
to this problem. Firstly, business wants to talk to the Municipal Manager in person. Lack of presence of ward
councillors has been identified as another bottleneck. Secondly, business approaches are often in relation to a
particular project. The Municipality cannot be seen to be providing unfair advantage to any potential investor
and therefore needs to approach such requests with caution. Finally, economic development is not always
regarded as the priority and needs to be balanced with other demands around community development,
provincial alignment and compliance. Regardless of the reasons, the inaccessibility of the Municipality
perpetuates historic power relations as new entrants into the market do not have the knowledge around how to
make an intervention such as acquiring a piece of municipal land. Interviewees regarded the Municipality’s
public communication strategy as weak. The call from all the groups interviewed was for the Municipality to
become more transparent and accessible.

5 \ Compliance to national and provincial government requirements.

Core policy processes that are of direct consequence for economic development have to be completed or
aligned to latest legislative revisions, including the Spatial Development Framework (SDF), (work-in-progress),
SCM Policy to be aligned to latest PPPFA Regulations, BBBEE etc, indigent policy and reform of regulations
and any other relevant sector plans such as Marketing Strategies, Agricultural Strategy, Poverty Reduction
Strategy and/or SMME Strategy.

6 \ Capacity to manage programmes and initiatives in the economic sphere.

LED requires a coordinated and aligned public sector which understands the economic consequences of its
investment and management strategies and overall activities. In Emalahleni Local Municipality the top
management team must provide an opportunity for such integration. The dispersed nature of service delivery
in area offices presents a particular set of challenges. Because economic development is a new function of
local government and a fairly new establishment in Emalahleni Local Municipality, links between the economic
directorate and other key Council activities, such as planning must be to optimized for economic growth.

7 | Intergovernmental Relations

LED requires an intimate knowledge of the local context, including the structural forces that mitigate against full
economic participation by the poor. The ability to engage strategically with diverse local stakeholders and to
position the local economy within a wider context thorough programmatic action is a poorly developed but critical
area of LED. Emalahleni Local Municipality is a relatively small area with huge potential, and a large number of
small local businesses and unorganized communities. Capitalising on these resources and positioning the
economy on a growth path that fosters local inclusion require smart leadership and capacity on the ground.
ASGISA highlights the current regulatory framework for planning and management of land as one of the
constraints to growth and development. It calls for spatial development guidelines and systems to address
mega-projects. Despite having a spatial framework and plans to review all spatial guidelines and consolidate
these into a single enabling framework, some business and individuals all complained about the poor turn-
around time on rezoning applications and municipal land release agreements.

8 \ Strategic and development capacity

Emalahleni Local Municipality has to establish an LED Unit paving the way for additional capacity and more
direct involvement in economic service delivery. The Unit needs to be sufficiently capacitated in terms of
understanding of economic development, strategy as well as in many facets of LED. Many of the interventions
will be better managed outside the municipality by the private or community sectors, highlighting the need for
outsourcing and partnerships. An independent Development Agency, in which the municipality will be the sole
shareholder, needs to be considered for establishment in order to ringfence capacity, funding and expertise for
LED.
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9 | LED Funding

Many of the LED activities local authorities are expected to engage in are unfunded, resulting in large unfunded
mandates that drain municipalities of their resources. The municipality has a responsibility to fundraise for its
LED initiatives and programmes.

10 \ Intergovernmental Relations (IGR)

Economic development is a competency of all spheres of government and an LED strategy needs to be
coordinated with economic plans at other scales, including the district, province and national. No large-scale
LED initiatives are possible without the cooperation of state-owned enterprises. Coordination needs to cover
asset management, infrastructure investment, regulation of economic activity and sector support, as well as
spatial prioritization.
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25) SECTION 12: STRATEGIC APPROACH

The strategy is a multi-stakeholder area-wide strategy that will need to be collectively owned and driven.
VisioN

Accelerated growth that integrates and connects the municipality, its people and its resources in a journey
towards creating sustainable enterprises and creating demand stimulating jobs.

GoALS

The proposed goals of the Emalahleni Local Municipality economic development strategy are to:

1) Increase economic growth to 5% per annum by 2015.

v" Indicator: Increased levels of GDP contribution by indentified sector, growth in number of people

employed at least 5%.

2) Broaden participation in the economy

v"Indicator: Percentage (%) of contracts awarded to local black economic empowerment (BEE) firms and

achievement of the respective sector charter targets.

3) Halve official unemployment by 2015
v

Indicator; Unemployment statistics, municipal and business figures on the number of additional jobs

created.

4) Halve poverty by 2015

v" Indicator: Percentage and number of people living below the household subsistence level, percentage

and number of people without basic services.

5) Build the human capital of the residents of Emalahleni Local Municipality, especially the poor, in line with

the changing needs of the economy

v" Indicators: Average level of education, accredited training providers in the municipal area, percentage
and number of trainees who have secured employment, analysis of the number of people in unskilled,

semi-skilled and highly skilled jobs.

The goals measuring success will depend on good baseline data being available.
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26) SECTION 13: STAKEHOLDERS AND THEIR ROLES.

LED is a multi-stakeholder process and careful attention therefore needs to be given to the division of roles and
responsibilities. Depending on the circumstances, and the programme adopted, the role of each stakeholder will
vary. The section below provides an overview of the possible roles for each of the five primary stakeholders in
the LED implementation process.

ROLE OF GOVERNMENT

Government officials and politicians have a combination of roles to play, including the roles of manager /
co-coordinator, facilitator, investor, representative and regulator. As this local economic development
strategy is for the Emalahleni Local Municipality, the focus will be on the responsibilities of local
government. However, as stated earlier, the local economy is inextricably linked to the district, provincial
and national economies. The district has a role to play in respect to coordination between surrounding
areas, facilitation of sector strategies and investment in district-wide initiatives. Province and national
have a role as regulator, investor and coordinator. Local government must play all the various roles in
partnership with the district and province. As this is the Emalahleni Local Municipality strategy, the
remainder of this section focuses on the role of local government.

Manager and coordinator:

In this role, local government is the implementer or responsible authority;

Policy formulation and leadership of integrated local economic development planning;
Collation and interpretation of economic intelligence;

Identification of infrastructure needs;

Management of national and provincial government mandates and interventions;
Facilities management;

AN NN NN

Facilitator:

= In this role, local government improves the environment and services, and facilitates outside expertise
and resources to meet needs.

Dissemination of information;

Creating a conducive and enabling business environment and culture;

Infrastructure provision;

Support of the informal sector and SMMEs;

Facilitation of development funding;

Process facilitator.

A NN N NN

Investor:
=  Government is a major investor and can use its resources to drive and stimulate the local economy. Below
is a list of investment vehicles. Some are funded via the province, with the Municipality acting only as an
agent, while others involve the direct resources of local government.
Procurement policy;
Use of state assets (province and local);
Infrastructure investment (province and local);
Housing investment (agency function for province);
Land use planning;
Environmental regulation (province and local).

A VAN NI N NN

Regulator:
Government is responsible for policy, and as such is regulator and enforcer and needs to ensure that this
role supports rather than constrains economic development. Here issues of environmental management,
zoning, licensing, by-laws and municipal police and enforcement are all important.
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Representative:
= This is usually the role undertaken by elected representatives within local government.

Understanding citizens’ needs and communicating these to the administration
Monitoring delivery and performance against the agreed plan.

AN

= The municipality needs to be clear on what role it is playing or can play for each of the proposed
interventions within each step of the process.

ROLE OF LABOUR

Organized labour is an important stakeholder in the implementation of LED initiatives and programmes.
Increasing the number of jobs is a key objective of LED. Job seekers as well as those already employed must be
consulted in the LED process.

Workers:

Labour represents the backbone of the economy. Workers have a role as productive human capital, as
consumers and as political interest groups.

11.3.2 Representatives:

As labour representatives the mandate is to:

v" Understand workers’ needs and communicate these to the management and the state;
v" Monitor delivery and performance against the agreed plan.

Role of communities

Buying, selling, building, saving and investing lie at the heart of community organization, culture and identity. To
ignore the community voice in an LED process would be to miss a fundamental constituency.

Consumers / investors:
Without consumption the economy would not exist. By choosing where to spend their money, on what products
and on what suppliers, communities invest in the local economy daily. Recognizing their power is an important
part of LED.
Stimulators / entrepreneurs:
In this role, communities stimulate business creation or expansion through:
v"Identification and support for markets
v Partnerships.
11.3.3. Representative:
This is usually the role undertaken by elected representatives or organisations. As community

representatives the mandate is to:

v" Understand citizens’ needs and communicate these to the administration
v" Monitor delivery and performance against the agreed plan.
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ROLE OF NOT-FOR PROFIT ORGANISATIONS.

Facilitator:
In this role, not-for-profit organizations facilitate outside expertise and resources to meet needs through:
v" Dissemination of information
v" Support for targeted groups
v’ Facilitation of development funding
v’ Facilitation of partnerships between different stakeholders to address a need or deliver a project
v Process facilitator.

Investor:

Not-for profit organisations are a significant resource in a community. The commitment and passion of
members along with the funds raised can be used to drive and stimulate aspects of the local economy. This
role is at times shared with the public sector, parastatals, communities and the private sector who choose to
become partners in the development of a project, area or target group.

Stimulator / entrepreneur:

In this role the not-for-profit organisations stimulate the local economy through:

v"Identification of gaps and areas of need in communities and the design and development of programmes
to address these needs;

ROLE OF BUSINESS

While the role of business in LED is widely acknowledged, there is a tendency only to focus on big business and
the formal sector. The informal sector also has an important role to play as investor and entrepreneur. Roles
cross the formal and informal divide.

Investor:
The private sector is a major investor. Its resources drive and stimulate the local economy, both spatially
and sectorally. This role is at times shared with donors or parastatals, which provide capital to the public or
private sectors and become a partner in the development of the area.

Stimulator / entrepreneur:

In this role the private sector undertakes the following:

v Promotion of particular sectors or areas that could be sustained by the market in the long term, for
example, the development of business infrastructure to attract business in a situation where the market
(consumer or skills) exists, or the development of specialist skills, e.g. in specialised agriculture, or the
mobilisation of a sector on the understanding that organised business is better able to engage government
than fragmented and disparate individuals and firms.
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27) SECTION 14: GUIDING PRINCIPLES

The following principles are proposed to guide economic development at Emalahleni Local Municipality;

a) Balanced Development

The development of the local economy will ensure that the uniqueness of the local environment is protected.
Balanced development also means that at times tough choices will need to be made and environmental, social
and economic needs will have to be balanced to ensure that local economic development actions benefit all
residents of the Emalahleni Local Municipality municipal area.

b) Diverse Economy

The Emalahleni Local Municipality has the following key economic sectors: tourism; agriculture & agro-processing;
building (construction); services, retail sector and manufacturing (processing).

The development of the local economy will ensure that a diverse economy recognising the uniqueness and assets
of the local economy is developed. Diversity offers a greater resilience and ability to respond to unforeseen events
and external shocks.

c¢) Inclusiveness
Consultations with communities have created a very strong need for an inclusive approach to local economic

development. The principle of inclusiveness in local economic development means optimising the rainbow
community, the uniqueness and connectivity of the various stakeholders and the need to develop a united

Emalahleni Local Municipality community.

d) Partnerships

It is by working together through partnerships and by having a common vision that sustained economic
development will be achieved. The key to success is in mobilizing all of the Emalahleni Local Municipality
community resources and assets to achieve a common goal. This guiding principle ensures that in all actions and
programmes (municipality, business, communities and non—-governmental organizations) create partnerships and
ensure the integration of activities wherever possible.

This approach also entails the development of appropriate structures to ensure that such partnerships are

developed and effective.

e) Sustainability
Sustainability requires the use of Emalahleni Local Municipality assets and resources in a manner that maintains
them for future generations. Sustainability planning also ensures that projects and programmes that have been
identified are able to sustain themselves and generate the required economic spin-offs that in the long run benefit
the local economy.
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f) Quality
Underpinning all the economic development work will be a commitment to quality. Commitment to quality means

ensuring that resources and assets are deployed in a manner that increases the value of money, by contributing
towards the improvement in the quality of life of all the people of the Emalahleni Local Municipality. This principle
too ensures that a thorough assessment is undertaken of each opportunity identified, and value for money and
effort is enhanced.

g) Innovation and Human Development

The sustained growth and development of the Emalahleni Local Municipality economy will depend on the extent
to which local communities, business and government are able to innovate and develop the capacities of the
local communities to be creative. Human resource development will form one of the key pillars to the
development of the Emalahleni Local Municipality local economy. With high levels of appropriate skills and

education the possibilities for innovation and creativity are enhanced.
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28) SECTION 15: STRATEGIC INTERVENTIONS

The strategy proposes eight strategic interventions namely to:

i,
iv.
V.
Vi.
Vi,
vii.

Facilitate the development of the priority economic sectors in Emalahleni Local Municipality, by utilizing
all resources at its disposal including sector development interventions being driven by other spheres of
Government;

Facilitate connectivity between different types of communities, different interests and the three towns in
the Emalahleni Local Municipality;

Develop the infrastructural capacity of the Emalahleni Local Municipality and ensure an enabling spatial
framework by utilizing inter alia, municipality assets;

Develop “and deploy” a marketing strategy for the Emalahleni Local Municipality’s Tourism & Agriculture;
Create an enabling environment for business development and growth;

Manage the natural resources and state assets with the assistance of other spheres of governmentin a
manner that ensures the long-term transformation and sustainability of the economy;

Promote the development of the pro-poor economy;

Assist with developing the human resource and skills base of the people of Emalahleni Local Municipality.

29) SECTION 16: PRIORITIES

Part of any good strategy is a framework for prioritizing resources and making proper decisions. Given the size
and budget of all local municipalities including Emalahleni Local Municipality, not all the interventions or possible

projects

under each intervention will be able to be implemented simultaneously.

The Industry Analysis, the IDP, the PGDP, inputs from local stakeholders and an understanding of some of the

relevant

national priorities and programmes has influenced the selection of priorities for the Emalahleni Local

Municipality LED strategy.

Sectorally the tourism, agriculture & agro-processing, construction and wholesale & retail sectors have been
identified as the priority sectors in the Emalahleni Local Municipality. The priority sectors correlate with the
provincial and district priorities. Provincially the priorities are illustrated in the following graphic;

Eastern Cape.Provincial. Growth and.Development Plan,(. PGDP)
O —
e | T j
Systematic. Poverty, Agrarian, Infrastructure, Human. Resource, m&
= W Capacity,
O Expanded Public 0 Massive Food 0 Transport 0 Scarce skills for || Improved Service
Works. Production. Development. Infrastructure. the public Delivery.
O Water & Sanitation. ||O Siyazondla O Automotive O Strategic Rail sector. 0 Local
0 Housing. Homestead Industry Infrastructure. O FET Government
0 Comprehensive Food Development Transformation. Capacity
HIV/AIDS & TB Production. O Industrial Support ||O0 Spatial O ABET Development.
Programme. 0 Comprehensive [[O0 Enterprise Development Programme. O Strengthening
O Victim Nutrition. Development. Initiatives. 0 ECD. the Centre of
Empowerment O Integrated O Agro-processing 0 Comprehensive Governance
Agricultural support. HR
Infrastructure. O Timber Industry Development
Development. Strategy.
0 2010 Tourism -
Industries
o) DP '

In the district, tourism, agriculture, manufacturing and mining have been identified as the priority sectors.
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The list of potential interventions generated in the consultative process was therefore prioritized based on impact
and ease of implementation to distill those interventions which could unlock growth. The priority interventions
clustered into the priorities for each of the primary stakeholders in the process.

MuNICIPALITY
The priorities for the local municipality are:

1)

Putting in place an enabling policy environment that includes a spatial development framework denoting
areas for economic development, a sustainability strategy to protect the natural resources of the area and
the reduction of red tape for businesses seeking rezoning or licenses;

Mobilizing resources for the development of critical infrastructure;

Creating opportunities and tools to develop small businesses through procurement, a partnership with
SEDA and the development of an SMME Strategy for the area;

Creating platforms for dialogue and partnerships with business, communities and other spheres of
government;

Identifying and releasing land for economic activities;

PRIVATE SECTOR
The key priorities for the private sector are:

1.
2.
3.

4.

Grow the key economic sectors and maximize job creation within these sectors;

Destination Marketing as well as tourism and livestock marketing and branding;

Developing the skills and capacity of the tourism sector, including partnering with the municipality to
develop the tourism bureau within the municipality;

Partnering with government to rehabilitate economic initiatives such as the Dordrecht Cheese Factory;
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PART B:

IMPLEMENTATION PLAN 2010-2015

Section 17: Implementation plan 2010 — 2015.

DEVELOP THE PRIORITY ECONOMIC SECTORS AT EMALAHLENI.
Rationale and description.

The development of the Emalahleni economy will be driven by a number of key sectors namely, construction,
agriculture & agro-processing, tourism and a strong retail sector. Development of these sectors is the backbone
of growth in the development of this economy. Sector development is best performed at a sector level hence the
focus on sector support by the provincial government as outlined in the Provincial Growth and Development Plan
(PGDP) for the Eastern Cape. Emalahleni Local Municipality will tap into the resources of the province and district
to develop its key sectors.

Objectives:

v"To grow the economy through targeted sector development initiatives and interventions;
v'To tap provincial and district resources and capacity to support sector development.

Indicators.

v Increase economic growth in targeted sectors as measured by the GGP;
v’ Increased percentage contribution of targeted sectors to the overall GGP of Emalahleni;

Short-term priorities.
Four sectors were highlighted as priority sectors requiring intervention and support to unlock economic growth.
Firstly the tourism sector, secondly the agriculture & agro-processing sector, thirdly the wholesale & retail sector
and finally the construction sector. A thorough analysis of these sectors has been conducted during the Industry
Analysis, which formed the core of this strategy. Whilst a summarized report is provided on this strategy on these
sectors, separate Industry Analysis Reports are available at the LED Unit of the municipality.

BuILD SUSTAINABLE TOURISM.

1) Building a Pro-Poor Tourism Sector.

Activity | Targeted completion | Budget | Possible partner
Develop a Pro-Poor Tourism As part of Tourism R10, 000.00 EC Tourism Board, DBSA,
Business Case Marketing Strategy ECDC, DEDEA
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2) Retain Tourism & Expand the Sector.

Activity Targeted completion Budget Possible
partner
Identify pro-poor tourism linkages As part of value chain Nil Could be done
analysis and marketing regionally.
strategy
Strengthen pro-poor tourism linkages As part of value chain Nil Could be done
analysis and marketing regionally.
strategy
Develop mechanisms to develop & As part of Tourism Nil Could be done
expand tourism sector Marketing Strategy regionally.
THE CONSTRUCTION SECTOR
Activity Targeted completion Budget Possible
partner
Establish & maintain CIDB Emalahleni 2010-2015 Nil CIDB
Database
Enroll contractor on Incubation 2011-2015 Nil ECDC, DPW,
Programmes CIDB.
Create an SPV for Capacity Building & 2011-2015 R50, 000.00 | Tobe
Skills Transfer determined

THE AGRICULTURE & AGRO-PROCESSING SECTOR

Activity Targeted

completion

Budget

Possible partner

Mainstream 2011-2015
Agro-
Processors
onto the
Retail Value

Chain

R100, 000.00

SEDA, ECDC, ASGISA

Integrate 2011-2015
producers to
existing

value chains

As part of the Retail Value Chain Analysis

Graphic: Executive Insights
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30) SECTION 18: INSTITUTIONAL APPROACHES TO LOCAL ECONOMIC DEVELOPMENT.

SUMMARY

To implement the strategy the Municipality cannot continue with business as usual. It requires a new approach
and a commitment to placing economic development at the heart of the municipal programme.

The strategy outlined is premised on the implementation of developmental local government. This requires political
will to recognize the role of economic development as a driver of all municipal programmes. In addition, it requires
administrative innovation and a cadre of trained development professionals capable of interfacing with the entire
community and meeting the new mandates of local government. The staff needs to work as a team, with integrated
planning across the municipal area and between functions. A culture of service delivery needs to be infused into
every aspect of municipal work. This includes front office functions, community workers, area managers and line
managers.

The strategy also requires cooperation between the Municipality, the Province and surrounding municipal areas.
These networks will be an important resource for maximizing the impact of investments. In addition, similar
networks into the private and non-profit sectors are needed.

ORGANIZATIONAL REQUIREMENTS FOR LED IMPLEMENTATION.

The implementation and coordination of local economic development must be viewed as a set of functions within
the bigger Emalahleni Local Municipality rather than it being an activity to be undertaken by a single municipal
administrative division or unit. The nature and form of an internal implementation structure shall be dictated to by
the municipal needs and municipal capacity. However, regardless of the nature and form of such institutional
structure, the essential elements is that the internal structure for implementation of local economic development
shall be provided with sufficient authority and resources to undertake at least the following activities;

Activity Activity Description for the LED Implementation Unit.

Research. To research and provide information on the municipality’s changing local economic
development needs and develop models for implementation.

Source & provide Must be able to provide further information and inputs on LED as a whole and

information. specifically on identified LED initiatives.

Destination To be able to customise marketing approaches according to specific LED activities.

marketing.

LED coordination This is an important factor for the achievement of overall LED.

The LED Implementing Unit will have clearly writen management and staff roles and responsibilities. The
essential responsibility for overseeing the planning, activity and venture selection process within the municipality
must be set forth clearly. An official in charge of the LED Process and Progress Analysis, (“LED-PPA”) must be
responsible for preparing and monitoring progress reports as well as their subsequent analysis and presentation.
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The following are some of the characteristics of a well-functioning LED Implementation Unit;

a) The LED Implementation Unit must have strong financial planning and control capabilities and must be
forward-looking;

b) Must have an ability to place future and long term municipal in the context of a long term perspective of
economic revitalization;

c) Must have a strong connection with the private sector and strong connections with all social groupings
within the municipality;

d) It must be able to leverage the nonmonetary resources (community participation, political support).

EXTERNAL LED IMPLEMENTATION ARRANGEMENTS

Appointment of an LED Specialist.

Should it be considered a viable option, the appointment of a local economic development specialist to assist the
LED Implementation Unit in planning and directing LED Programmes would provide numerous advantages for the
municipality.

The LED Specialist shall bring the following capabilities to the municipality;

a) The specialist would bring focus and commitment from the total municipal community in LED;
b) Visibility for the municipality in wider economic and political circles;

The LED Specialist must, amongst others, accomplish the following tasks;

Specific Tasks Task Description.

Research To assess community economic and social needs.

Planning. To organize information and people and set goals and priorities.
Management. To develop specific projects involving public private partnerships.
Leadership To facilitate the effective functioning of the LED Implementation Unit.

Independent Private Development Agency.

This mechanism can be established within a local business chamber and other business interest groups. This
structure can act as a lobbyist for local business interests within local government. It may also raise private funds
and become involved in risk sharing projects and business ventures. The advantage of this mechanism to the
municipal community is that it shall put peer pressure on local business people to get things done for the
community.

Public Private Partnerships for LED.

In this approach, the municipality, the development corporations and public community agencies enter into various
business relationships to make the LED Process work. These can be considered as to good business and
government relationship. They introduce a shared commitment in pursuit of common economic development

objectives jointly determined by the public, private and community sectors.

The public private partnerships can be established within the following parameters;
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a) | A positive culture that encourages citizen participation, related to long-term employment concerns of
the community.

The PPP arrangement can help create jobs and stimulate the economic base by fostering long term business
partnerships.

b) | A realistic and commonly accepted vision of the community based on the municipality’s potential.

Without a common understanding of what the community has and what it can become, it is impossible to build a
better community. To ensure that the community comes together to achieves its goals; the community’s
potential can be realized.

c) | An effective partnership that can blend the interest of its members with the broader community
interests.

Enlightened self-interest is the one that sparks the lights to most actions. The development process will work if
the interests of the collective are channelled through some structure in order to the common interests of the
community.

d) | A network of key groups and individuals that encourages communication among leaders and
facilitates mediation of difference among conflicting interests.

This arrangement builds respect and confidence in the community. It allows business, labour and government
to work out their differences in private rather than in public, thereby allowing the focus of public discussion to be
on the areas of agreement rather than on the problems of poor relationships.

e) | The ability and desire to nurture entrepreneurship encourage risk takers and build business
confidence.

It takes a few active and motivated persons and bold actions to move the area and community into new job
creating ventures.

f) | Policy continuity including the ability to adapt to changing circumstances and reduce uncertainty for
businesses and individuals who want to take economic risks.

Too frequently, government, in the absence of any consistent goals, pursues Adhoc policies disruptive to the
development process. To avoid this, the community must work on a set of development processes that act as a
frame of reference for their actions in the development arena.

Going forward and in conclusion, the municipality needs to select one or all the LED institutional approaches to
drive LED forward. None of the proposed approaches is cast in concrete, they can evolve over time with
components and functions being added or deleted as need arises.

In its current state, Local Economic Development at Emalahleni is housed within the Integrated Planning and
Economic Development Directorate. The directorate is staffed with the following Human Resource Structure;
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Emalahleni LM — EDTA Unit

[ Portfolio Councillor

EDTA Director

f Administrator ]

LED Manager

4 ) e
LED Practitioner: LED Practitioner: LED Practitioner:
L Agriculture ) SMME 5 Tourism
2 X General Assistants LED Assistant

All LED initiatives needs to be coordinated in the Municipality by the LED Directorate under the Director of
Integrated Planning and Economic Development (EDTA). The capacity is this unit will need to be expanded to
manage the work load. In order to expand this capacity, the following course of action is recommended;

a) Consider appointment of an additional resource/s to take care of Tourism and SMME programs;

b) Establish Local Tourism Organization to act as a “Strategic Partner” to the municipality for the initiation
and implementation of Tourism Programmes as well as participation on existing ones;

c) Targeted training and capacity building of all LED Officials on accredited LED Programmes at various
NQF Levels;

d) Training of LED Officials on the Strategy Toolkit used to develop this LED Strategy;

e) Establishment of an LED Forum.

An LED forum is proposed as the vehicle for managing and monitoring the LED programme. The box below

provides a suggestion on how the forum might be constituted. It is proposed that the forum meet quarterly in the
first year and less often once the processes have been put in place. The task team may meet more regularly.
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I Emalahleni Local Municipality - Proposed LED Forum I

Area Based Representatives. Sector representatives - -
" K e t 1 tail Institutional
= |z Lady Frere; (agr'c‘: MEs, POtEiS: Feiall representatives including
c |O Dordrecht; CORSILSIHIN a0y, OtRes the District Municipality,
2 |o Indwe. identified sectors).
= ) T t \ e d b t SEDA, ECDC, DEDEA,
<=( O Two nominees per ward wo per Stec or et?C {3 AR Agriculture, Social
nominated via Ward . S e e L cE Development, Tourism
Committees at ward meetings. Board etc.

=
_§ LED. Responsible.for the.implementation of the strategy,, .

=3 s o coordination. of LED Activities as. well.as monitoring and....
é RUM, evaluation.of.its outcomes..

Monthly

Task teams are open to the members of the forum or public and are
responsible for developing proposals and projects as well as monitoring

Graphic: Executive Insights

The consultative meetings proposed area based forums with the following specific proposals in respect of each
area:

e Lady Frere - LED to be driven through the Lady Frere Unit (HQ) which will be expanded to incorporate all
stakeholders. The IPED Director, all LED Officers take responsibility of ensuring that all relevant sectors and
additional sectors are invited and the meetings live to their expectation.

e Dordrecht - LED to be driven through the Dordrecht Unit which will be expanded to incorporate all
stakeholders. The IPED Director, Unit Manager, all LED Officers take responsibility of ensuring that all relevant
sectors and additional sectors are invited and the meetings live to their expectation.

¢ Indwe - LED to be driven through the Dordrecht Unit which will be expanded to incorporate all stakeholders.
The IPED Director, Unit Manager, all LED Officers take responsibility of ensuring that all relevant sectors and
additional sectors are invited and the meetings live to their expectation.

An annual business forum hosted by the Mayor and Municipal Manager which sets out the key challenges, the
LED priorities and the funding shortfall required to meet the plan is proposed as a platform for mobilizing support
and funding for the development of the local economy.

In addition to the forums and platforms, the need for additional capacity in the Municipality has been identified.
The existing team needs to be expanded to include capacity for managing the economic information collection,
strategic advice and economic analysis.

A political champion in the form of a councillor must be appointed by the mayor to provide political support and
oversight to all LED functions.

Finally the need for an Economic Development Agency which could facilitate several of the projects identified was
highlighted. The purpose of the Agency would be to mobilise funding from sources outside the municipality and
drive key projects in partnership with the private and not-for-profit sectors.
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31) SECTION 17: RISKS

There are a number of risks that could derail the strategy and demand a rethink and changes to the strategy.
Some of the risks identified by stakeholders are:

= Political instability and a lack of political leadership and will as a result of changes in the political leadership;

= The lack of alignment between spheres of government and between government and state-owned enterprises
and the private sector which could undermine the strategy;

= Lack of buy-in and ownership across sectors to the LED plan;

= Unfunded mandates which in turn will result in a lack of delivery around core areas;

32) SECTION 18: CONCLUSION

This strategy provides the framework for a more detailed implementation plan in which a few lead multi-stakeholder
projects need to be identified to set the tone and begin the process of turning around the local economy through
creating sustainable jobs. Within each stakeholder grouping there needs to be a champion to drive the LED
programme. In the municipality this will be the LED directorate active support from the Mayor, Council and more
particularly the Economic Development Portfolio Holder. The municipalities’ plan will be woven into the IDP.
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CHAPTER 10
FINANCIAL PLANNING

Financial viability is a key priority for 2012/17 and our main focus is on:

Achieving a clean audit outcome

Complying with all LG legislations

Building capacity in the finance departments

Improving our audit outcome

Improving efficiency in our Supply Chain Management processes
Implementing internal audit

Implementing sound financial reporting and control mechanisms

Introduction
¢ Ingeneral, a financial plan is a budget, in other words a plan for planned spending and for reserving income

for future expenditure. This plan allocates future income to various types of expenditure, such as salaries,
general expenditure, repair and maintenance and also aims to reserve some income for short term and
long term savings. A financial plan is also an investment plan, which allocates savings to various assets
or projects expected to produce future economic benefits.

e One of the key issues identified for the sustainability of Emalahleni Local Municipality is expanding its

revenue base whilst remaining financially viable and sustainable.

e This financial plan includes therefore the assumptions used when compiling the operating and capital

budget, financial strategies and policies as well as the accounting policies.

Overview of financial viability

The municipality’s financial management capacity is steadily growing. However, we are still unable to achieve as
desired a clean audit outcome. This remains our strong aim as the council. Due to low economic development, we
are experiencing linked problems of:

Poor payment levels

A large pool of debt comprises the 120 and above debtor day’s category and this situation is compounded
by historic debt that will not be recovered. Council needs to resolve on bad debt and write-off decision in
order to cleanse our billing database

No sustainable financial reserve to cushion us from bad debt and low payment levels

Over reliance on national fiscal grants for to fund our programmes and IDP commitments

Lack of sound partnerships with private sector for leveraging our service delivery funding

Capacity constraints which compound our inability to settle and fully comply with all LG legislation
requirements
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ANNEXURE A

SUMMARY 2015/16 OPERATING BUDGET

Property rates
Penalties & collection charg
Service charges

Rental of facilities and equipment
Interest earned - external investments
Interest earned - outstanding debtors

Actuarial Gain

Fines

Licences and permits
Agency services

Transfers recognised - operational

Other own revenue

Public contributions of asse
Reversal of Impairment
Gains on disposal of PPE
Income Total

Employee related cost
Employee social contribution
Remuneration of Councillors
Impairments

Bad debts

Actuarial Loss

Depreciation

Repairs and maintenance
Interest paid

Bulk purchases

Contracted services

Grands & subsidies

General expenses

Loss on disposal of assets
Expenditure Total
SURPLUS / DEFICIT
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-2 851000
16 015 400

-632 587
-2 185 866
-2 680993

-940 756
-2 055 004

-174 368 000

-467 057

-202 196 664

50610 425
8611523
10723 827
3000
1300 000
800 000
24 499 538
12 386 154
730 000

18 039 661
5327 280
28 389 645
39580961
201 002 016
-1194 648



ANNEXURE B

Municipal Vote/Capital project

Program/Project description

Budget Year 2015/16

R thousand

Original Budget

Parent municipality:

Intergration Planning & Development (IA

Roller

3 000 000,00

Roadworls & Stormwater

MIG : Main L/F to Zakhele Phase 2

7 700 256,00

Roadworls & Stormwater

MIG : Ngcuke Access Road

3992 600,00

Roadworls & Stormwater Blangwe Access Road 600 000,00
Roadworls & Stormwater Manyangaza Access Road 600 000,00
Community & Social Services MIG:Traffic Testing Station Lady Frere 416 000,00
Sports & Recreation MIG:Renovation and Upgrade Frere Stadium Phase 2 900 000,00
Sports & Recreation MIG:Renovation and Upgrade Dordrecht 100 000,00
Refuse Cleansing Services MIG: Dev of Landfil Site Lady Frere 10873 744,00
Cemetaries Upgrading of Cemetries in ward 4;14 & 16 300 000,00
Comunity & Town Hall MIG:Community Hall Ward 3 4632 100,00
Commonage and Pounds Construction of Pound 300 000,00
Technical Administration Computers 50 000,00
Technical Administration Furniture and office equipment 50 000,00
Intergration Planning & Development (IfFurniture and office equipment 50 000,00
Cemetaries Indwe Cemetery 250 000,00
Parks & Open Spaces Lady Frere park 400 000,00
Community & Social Services Trailer caging 200 000,00
Community & Social Services Traffic signage 300 000,00
Community & Social Services Lady frere workshop shelter 400 000,00
Intergration Planning & Development (IHComputers 30 000,00
Intergration Planning & Development (IfDipping Tanks 1200 000,00
Human Resources Vehicles 800 000,00
Human Resources Computers 50 000,00
Human Resources Furniture and office equipment 50 000,00
Financial Services Sofware and Server Room Security 160 000,00
Financial Services Computers 50 000,00
Financial Services Furniture and office equipment 50 000,00
Community & Social Services Computers 50 000,00
Community & Social Services Furniture and office equipment 50 000,00
Parks & Open Spaces Construction of Park in Lady Frere 500 487,22
Licencing and Registration Policing Equipment 200 000,00
Council Computers 20 000,00
Council Furniture and office equipment 40 000,00
Council Building New Offices Phase 2 2 000 000,00
Management Computers 70 000,00
Management Furniture and office equipment 80 000,00
TOTAL 42 515 187
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Chapter 11 - Disaster Management Plan

1. SUMMARY EXTRACT FOR THE ALIGNMENT OF EMALAHLENI MUNICIPALITY DISASTER
MANAGEMENT PLAN INTO THE MUNICIPAL INTEGRATED DEVELOPMENT PLAN

Both the Municipal System Act and Disaster Management Act require that disaster management is an integral
part of the District Municipalities and Local Municipalities respective Integrated Development Plans (IDP). A
simplified document has been produced so that the requirements of the two Acts could be met by ensuring
that Disaster Management is integrated in the Municipal IDP.

For a copy of the complete disaster management plan contact the disaster management manager in your
municipality.

Sustainable development is not possible if disasters are continuously injuring and killing and damaging
infrastructure, property and livelihoods. It is important that the relationship between disasters and development
is recognized so that proactive action can be taken to eliminate or at least reduce the impact of the
consequences of disasters.

When disasters occur the cost of the disaster sets back development, since projects are often delayed due to
the diverting of funds. On the other hand, when disasters occur they provide an opportunity to rebuild
“smarter”, i.e. to avoid the likelihood of repetition of the disaster, and to plan for a sustainable and safe future.
Development can both increase and reduce the vulnerability of the community. Unsafe or inappropriate
development increases vulnerability while adequate attention to risk in the planning of development will reduce
vulnerability
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2. INTRODUCTION

The Municipal Systems Act (MSA) (32 of 2000) has introduced a developmental local government system in
KwaZulu-Natal from 5 December 2000, a system which is underpinned by the concept of integrated
development planning. The main output of this process is the Integrated Development Plan (IDP). The IDP is
the strategic management tool for the municipality to manage its affairs, by identifying community
developmental needs, developing strategies and projects to address those needs, on a prioritized basis.

In terms of Section 26 of the MSA, a municipality is required to prepare a Disaster Management Plan (DMP)
as part of their IDP.

What is an IDP?

The IDP is a developmental tool that contains a developmental vision for the municipality, short, medium and
long term development goals, strategies and projects. It is prepared every 5 years and is reviewed on an
annual basis. This is a critical link and enabler for disaster management. As one of the main responsibilities
of disaster management, risks are identified and possible risk reduction projects are identified which should
form part of the municipal IDP.

The IDP is the key instrument to achieve developmental local government and setting up an enabling
framework to achieve decentralised decision- making. Important information on the municipal risk profile is
identified during the disaster management planning process, and should inform other municipal initiatives.

Community Involvement

The ward councillors and committees will be the interface with communities on disaster-management issues.
The necessary structures will be required to facilitate this. These community structures where consulted during
the planning process

Disaster Management Centre

This is the structure that provides technical and administrative support to the other structures, so that Disaster
Management is practised in a co-ordinated manner. The Centre will also facilitate the capacity-building of the
other structures so that maximum results can be achieved.

3. INTEGRATION OF THE DISASTER MANGEMENT PLAN IN THE IDP
The Integration of Disaster Management into the IDP Review should involve the following:

Identify areas of risk as per Annexure A. This would relate to where and what investment is required from
Disaster Management perspective. This could be incorporated in SDF along with any identified projects as
per Annexure B.

Identify any disaster recovery projects — these could influence the priority projects within the municipality
as well as in terms of the sector department and involve the reallocation of resources an example would be
if an area within the municipality is identified as a high risk cholera area and a municipality has some funds
for sanitation projects, this area could be prioritised over and above other areas within the municipality
Another example would be were a municipality has allocated resources for a project but due to a disaster
occurring these funds has to be reallocated to assist the community affected instead.
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i.  Identify any “priority” projects that would gear a municipality to address prevention, mitigation,
response, preparedness and recovery. These projects should be aimed at creating a basis to further
development of disaster management eg DM centre and Fire station, institutional development, funding for
a comprehensive ward level risk assessment. It should address strategically what is going to have an impact
on budgeting process for the following financial year or the prioritisation of the municipal projects.

Annexure A
TYPE OF DISASTER AREA

e Lady Frere
Storm Water (Urban) e Indwe

e Dordrecht
Storm Water (rural) All
Low Level Bridges (Flood Level Bridges) All

, e Lady Frere

Fire (Urban) e Indwe

e Dordrecht
Fire (Rural) All
Snow
Severe Storms/Wind Storms Rural/Informal
Rock Fall/Lanslides Rural Roads
Drought Rural and Farming

ANNEXURE B: DM FOR IDP REVIEW

Project 1
e Risk: - Storm Water (Urban)

Unmanaged storm water will cause extensive damage to infrastructure and the loss of life
e Risk Mitigation /Reduction Program
1. Develop Storm Water Master Plan

Develop Storm Water Maintenance Plan

3. Develop and Implement a Storm Water Maintenance Program in respect to the Storm Water Maintenance
Plan (with measurable deliverables KPI's etc.)

N
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Individual Plans and Programs must be done for each of the following Towns:-

e Lady Frere
e Indwe
e Dordrecht

Project 2
e Risk: - Storm Water (rural)

Unmanaged storm water will cause extensive damage to agriculture lands, informal roads, rural housing and the
loss of life

e Risk Mitigation /Reduction Program

1. Develop a Rural Storm Water Management Plan
2. Develop a Rural Strom Water Information Plan (i.e. Community awareness Program)

Project 3
e Risk: - Low Level Bridges (Flood Level Bridges)

Unmanaged Low Level Bridges will cause extensive damage to agriculture lands, informal roads, and the loss of
life

e Risk Mitigation /Reduction Program

1. Develop a Low Level Bridge Management Plan that include at least the following:-
o Use of Low Level Bridges
o Awareness Programs
o ldentification and Bridge marking Program

Project 4
e Risk: - Fire (Urban)

Unmanaged incidents of Fire or Breakout of a Fire in the Urban areas will cause extensive damage to
infrastructure, business, transport, and the loss of life, and will result in the lack of future development and
investment in the area.

e Risk Mitigation /Reduction Program

Develop a Fire Safety Strategy

Develop a Fire Master Plan (i.e. Business Plan/ Operational Plan)
Implementation of the Fire Safety Strategy

Management of the Fire Master Plan

oo -

Note: - All Fire Safety Strategies, Plans or Programs must intra alia include at least: - Community Awareness
Programs
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Project 5

e Risk: - Fire (Rural)

Unmanaged incidents of Fire or Breakout of a Fire in the Rural areas will cause extensive damage to
infrastructure, agriculture lands, informal and formal dwellings and the loss of life

e Risk Mitigation /Reduction Program

1 Develop a Rural Fire Safety Strategy

1 Develop a Rural Fire Master Plan (i.e. Business Plan/ Operational Plan)
2 Implementation of the Rural Fire Safety Strategy

3 Management of the Rural Fire Master Plan

Note: - All Fire Safety Strategies, Plans or Programs must intra alia include at least: - Community Awareness
Programs

9 Chapter 12 - Performance Management Framework

1.

Introduction

This document is the policy framework for Emalahleni local municipality to develop a Performance
Management System (PMS), which is ultimately aligned to the Integrated Development Plan (IDP) and best
suited to the circumstances of the municipality.

The Municipal Planning and Performance Management Regulations (2001) stipulate that a municipality’s
Performance Management System (PMS) must entail a framework that describes and represents how the
municipality's cycle and processes of performance planning, monitoring, measurement, review, reporting and
improvement will be conducted, organized and managed, including determining the roles of the different role-
players.

In line with the said legal requirements, this framework is a policy document that sets out the following:
o the requirements that Emalahleni local municipality’s PMS will need to fulfil;

the principles that informed its development and subsequent implementation;

the preferred performance model;

the process by which the system will work;

the delegation of responsibilities for different roles in the process; and

a plan for the implementation of the system.

The main goal of this document is to provide Emalahleni Local Municipality with a written guide that will assist
in the implementation of the PMS at organizational and individual levels. For a sound appreciation of the
context, the project plan for developing this PM Framework is shown in Annexure 1.

The Legislative Framework for Performance Management

Various government prescripts stipulate provisions pertaining to performance management in the context of
local government. Of note, are the following references:
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2.1. White Paper on Local Government

The major PMS policy instruments is in the 1998 White Paper on Local Government supported by the Batho
Pele principles, which were given legal stature through the adoption of the Local Government: Municipal
Systems Act in 2000 (Act 32 of 2000). The said Act requires all municipalities to:

e Develop a performance management system.

o Settargets, monitor and review the performance of the Municipality based on indicators linked to their
IDP.

e Publish an annual performance report on the performance of the Municipality.

e Incorporate and report on a set of general (sometimes also referred to as national) indicators
prescribed by the Minister responsible for local government.

¢ On a continuous basis, conduct an internal audit of all performance measures.

e Have the annual performance report audited by the Auditor-General.

¢ Involve the community in setting indicators and targets; and also reviewing municipal performance

2.2. The Municipal Systems Act (MSA)

Chapter 6 of the Municipal Systems Act of 2000 sets out requirements in terms of the establishment,
development, monitoring and review of performance management systems for municipalities. The Act
specifies the core components of the system as well as community involvement requirements. It further
requires the setting of appropriate key performance indicators and targets, performance measurement audits
and performance reporting.

In terms of the MSA, the Municipal Planning and Performance Management Regulations (2001) were
published, setting out the requirements for a municipal PMS. The Regulations also contain the general
indicators prescribed by the Minister responsible for local government. A further set of Regulations were
published in 2006 and they deal with Performance Management for municipal managers and managers that
are directly accountable to municipal managers.

2.3. The Municipal Finance Management Act (MFMA)

The MFMA requires municipalities to annually adopt a Service Delivery and Budget Implementation Plan
(SDBIP), stating the service delivery targets and performance indicators. Whilst approving the annual budget,
the Municipality should also set measurable performance targets for each revenue source and vote. They
should also compile an annual report, which entails a performance report that is compiled in terms of the MSA.

2.4 Performance Management Regulations (2001)
The Municipal Performance Management Regulations (2001) defines a municipality’s performance
management as “...a framework that describes and represents how the municipality’s cycle processes of

performance planning, monitoring, measurement, review, reporting and improvement will be conducted,
organized and managed, including determining the roles of the different role-players.”
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The Regulations describes the nature of performance management systems required in municipalities as

follows:

complies with all the requirements set out in the MSA,

demonstrates how it is to operate and be managed from the planning stage up to the stages of
performance review and reporting;

defines the roles and responsibilities of each role-player, including the local community, in the
functioning of the system;

clarifies the processes of implementing the system within the framework of the integrated
development planning process;

determines the frequency of reporting and the lines of accountability for performance;

links organizational performance to employee performance;

provides for the procedure by which the system is linked with the municipality's integrated
development planning processes; and

Shows how any general key performance indicators envisaged in section 43 of the MSA will be
incorporated into the municipality's planning and monitoring processes.

2.5Performance Management Regulations (2006)

The Performance Management Regulations (2006) is applicable to section 57 managers. It sets out how the
performance of municipal managers will be uniformly directed and monitored. It addresses the job description,
employment contract, as well as the performance agreement that is entered into between a municipality, its
MM and the managers directly accountable to the MM.

The job description sets out the main accountabilities and inherent job requirements; the employment contract
provides the terms of employment including regulating the performance bonuses; whereas the performance
agreement provides assurance to the municipal Council of what can and should be expected from the senior
managers.

3. The Concept of Performance Management
The DPLG defines performance management as a strategic approach to management that equips all
stakeholders with tools to:

plan,

monitor,

measure and

Review performance in terms of set indicators & targets for efficiency, effectiveness and impact.

Performance management is essentially a mechanism to measure the implementation of the IDP. As such, it
can be applied to any level within the municipality. Through ensuring accountability at all levels, the following
results should be attained:

357



| KPA | OBJECTIVE | INDICATOR | BASELINE | «——

KPA e A Key Performance Area (KPA) is an aspect that the Municipality needs in order to
address or do well in and is derived from the IDP of the Municipality. KPAs are
sometimes referred to as key development priorities or priority areas.

o Nationally, the following KPAs have been determined for Municipalities:

- Basic Service Delivery.

- Municipal Institutional Development and Transformation.

- Local Economic Development.

- Municipal Financial Viability and Management.

- Good Governance and Public Participation.

e In addition to national KPA's, a municipality may have its own local KPAs as
reflected in their IDPs.

OBJECTIVE e Anobjective is a concise statement describing the specific things that the municipality

must do well, in order to execute its strategy. It needs to be clear, concise and

measurable, with deadlines. In addition, it should be outcome &impact focused; and
indicate the scope and nature of desired change.

INDICATOR e Indicators are measures that tell whether progress is being made in achieving the

objectives. Indicators are statements with a quantitative value (number, percentage,

ratio) that allows progress to be quantified. They are of important because they do the
following:

- enable the review of objectives;

- provide a common framework for measuring and reporting;

- translate complex concepts into simple operational measurement variables;

- help to provide feedback to the organization, its staff and stakeholders;

- Help when comparing the municipality's performance to that of other

municipalities.
BASELINE e Baseline measurements measure the status quo before a project or programme is
implemented. Ideally, they should precede finalisation of targets.
TARGET e Targets are the planned level of performance or the milestones that are set for each

indicator. They need to be challenging, realistic, measurable and in line with the
resources and capacity of the municipality. Targets are usually expressed in terms of
quantity.

Meeting of strategic objectives

Improvement of the overall municipal performance
Improved service delivery

Getting value for money

Meeting the needs of people

Creating a performance culture

Achieving organizational transformation

It is important to take note of PM concepts that are persistently used in the development and implementation
of the PMS. They are shown and explained in Figure 1.
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5.

Objectives of the Performance Management System

PMS is the primary mechanism to monitor, review, improve the implementation of the IDP and gauge the
progress made in achieving the objectives set out in the IDP. The PMS process plan outlines the following
objectives of the PMS:
o Facilitate increased accountability
The PMS should provide a mechanism for ensuring increased accountability between the local
community, politicians, the Municipal Council and the municipal management team.
e Facilitate learning and improvement
The PMS should facilitate learning in order to enable the Municipality to improve delivery.
e Provide early warning signals
The PMS should ensure that decision-makers are timeously informed of performance related risks,
so that they can facilitate intervention, as appropriate.
o Facilitate decision-making
The PMS should provide appropriate management information that will allow efficient, effective and
informed decision-making, particularly on the allocation of resources.

The fore listed functions are not exhaustive but also provide a summary of the intended benefits of
the PMS. They should also be used for evaluating and reviewing the PMS.

Principles Governing the PMS
The following principles inform and guide the development and implementation of the Emalahleni PMS.

administratively managed in terms of its day-to-day implementation;

implementable within any current resource constraints;

integration of the PMS with the other management processes within the Municipality;
politically acceptable to the political role players of the municipality and allow political office
bearers & their structures to execute their responsibilities within their defined roles;

provision of clarity to all employees in terms of their role in the achievement of municipal
and departmental targets;

fostering of cooperation between the administrative and political wings;

provision of early warning signals in terms of inherent risks for the full implementation of the
IDP;

public participation in terms of granting community members their constitutional right to
participate in the process;

Reliability of the information provided on the progress in achieving the objectives as set out in
its IDP.

simplicity in order to facilitate implementation within any current capacity constraints;
transparency and accountability both in terms of developing and implementing the system;
Empowerment of Council with information to exercise its powers and authority within
reason.

The Preferred Performance Management Model

A performance management model can be defined as the grouping of performance indicators into logical
categories often called perspectives. The grouping can be based on the type of indicator but is used as
ameans to enhance the ability of the municipality to manage and analyse its performance. A model therefore
provides a common framework for understanding the aspects of performance that will be measured and
managed. It further ensures that a balanced set of measures are employed and are not relying on only one
facet of performance.
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A number of performance models are available and any of them could be applied by the Municipality. The
Municipality has chosen the Key Performance Area model. In the said model all indicators are grouped
together under the national key performance areas as per the MSA and the local key performance areas
as per the Emalahleni IDP. The said model therefore enables the Municipality to assess performance based
on the national and local KPA's. The model is graphically shown in the Municipal Scorecard in Annexure 4.

The legislative framework (in Section 2) provides for municipal performance management at various levels,
including organizational (sometimes also referred to as municipal, corporate or strategic level),
departmental (also referred to as services, operational or section/team level) and lastly, individual level.

At organizational level, the five-year IDP forms the basis for performance management, whereas at
operational level the annual SDBIP forms that basis. The performance measures associated with the IDP
have a long-term focus, whereas those associated with the SDBIP are short-term and focus on reviewing
the progress made in implementing the current budget and achieving the annual service delivery targets.
The measures that are set for the Municipality are captured in the organisational scorecard. Annexure 4
provides a sample municipal scorecard.

At departmental level, the measures are captured in the SDBIPs of the various departments that operate
within the Municipality. Performance management should occur at the various levels and relate to one
another, as required by the Municipal Planning and Performance Regulations. By cascading performance
measures from organisational to departmental level, both the IDP and the SDBIP eventually link with
individual performance management. Regarding performance management at individual level, the MFMA
specifically requires that the annual performance agreements of managers must be linked to the SDBIP
and the measurable performance objectives approved with the budget.

7. The Process of Managing Performance
The PM process at organizational level in the Municipality is characterized by the steps that are set out in
Figure 2. Although the steps and what follows relate mainly to performance management at organizational

level, the principles and approaches as espoused could also be applied to performance management at
departmental level.
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1. Performance l 2. Performance

Planning Monitoring

6. Performance Organisational

Review Performance 3. Performance
Management Measurement
5. Performance 4. Performance

Reporting b Analysis

Figure 1: Steps for Managing Performance at Organisational / Departmental Level

8. Performance Planning

Performance will be managed in terms of the IDP and the process of compiling the IDP. Therefore, the annual
review of the IDP constitutes the process of planning for performance. From Figure 2 it should be noted that
the last step of the cycle is “performance review” and the outcome thereof should inform the next cycle of IDP
compilation/review by focusing the planning processes on the areas in which the Municipality has under-
performed.

9. Performance Monitoring

Performance monitoring is an on-going process by which a manager accountable for a specific indicator as
set out in the organizational scorecard (and a service delivery target contained in a SDBIP) continuously
monitors current performance against the set targets. The aim of the monitoring process is to take appropriate
and immediate action where it appears that a target will not be timeously met. The same will apply to the
various SDBIPs. Performance monitoring requires appropriate action to be taken should it become evident
that a specific performance target is not going to be met. In undertaking performance monitoring processes,
the following aspects need to be determined and provided for:

e The data that must be collected in order to assess performance.
The methods that must be employed in the collection, storage, verification and analysis of that data.
The processes and formats that must be used in compiling reports on that data.
Corrective measures that will be employed when poor performance has been detected.
Mechanisms to compare current performance with baseline indicators and performance during the
previous financial year.
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Monitoring reports should be submitted as follows:

Submitted to

Frequency

Executive Committee

at least monthly

Council

at least quarterly

Municipal Manager

at least monthly

Managers should track performance trends against targets for those indicators that lie within their area of
accountability atleast once per month. That will allow them to identify performance related problems and take
appropriate remedial action in time. In addition, each senior manager should delegate to the direct line
manager the responsibility to monitor the performance for his/her sector.

10.Performance Measurement

Performance measurement refers to the formal process of collecting and capturing performance data to
enable reporting to take place for each KPI and against the target set for such indicator. A manual process
will be used to measure performance at Emalahleni municipality. The municipal and SDBIP scorecards
should spell out the name of an official who will be reporting on each indicator. The said official will, when
performance measurement is due, have to collect and collate the necessary performance data or information
and capture the result against the target for the period concerned. As such, they need not be accountable for
performance on the said performance indicator.

11.Performance Analysis

Performance analysis involves the process of making sense of measurements. It requires interpretation of
the performance measurements to determine whether targets have been met / exceeded and to project
whether future targets will be met or not. Where targets have not been met, the reasons thereof should be
examined and corrective action recommended. Where targets have been met or exceeded, the key factors
that resulted in such success should be documented and shared so as to ensure organizational learning.

The manager responsible for each indicator should, therefore, do the following:
(i) Capture the performance data against targets on the scorecard.

(i) Analyze reasons for meeting or not meeting a target.

(iii) Capture a summary of findings on the scorecard.

(iv) Recommend remedial actions, as appropriate.

The completed organizational and SDBIP scorecards should be submitted to a formal meeting of the senior
management team for further analysis and consideration of draft recommendations from the relevant
managers. This level of analysis should examine performance across the municipality in terms of all its
priorities with the aim to reveal and capture whether there are any broader organizational factors that are
limiting the ability to meet any performance targets.

Such analysis should also ensure that quality performance reports are submitted to the Executive Committee
and that adequate response strategies are proposed in cases of poor performance. After reaching agreement
on the analyses, the management team can take the scorecards to the Executive Committee for consideration
and review.
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12.Performance reporting and review

The next two steps in the process of performance management (i.e. Performance Reporting and Performance
Review) will be dealt with at the same time. This section is further divided into three sections dealing with
the requirements for in-year versus annual reporting and reviews respectively and lastly a summary is
provided of the various reporting requirements.

13.In-year Performance Reporting and Review

The submission of the scorecards to the Executive Committee for consideration and review of the entire
municipal performance is the next step in the process. The first such report is a major milestone in the
implementation of any PMS and it marks the beginning of what should become a regular event (i.e. using the
performance report as a tool to review the Municipality’s performance and to make important political and
management decisions on how to improve).

Performance review is the process where the leadership of an organization reviews the results and decides
on appropriate action, after the performance of the organization has been measured and reported. In
reviewing the organisational and departmental scorecards, the Executive Committee will have to ensure that
the committed targets have been met; and where they have not, that satisfactory and sufficient reasons have
been provided and that the proposed corrective action is adequate. If satisfied with the proposed corrective
action, those should be adopted as formal resolutions of Council, minuted and actioned accordingly.

As indicated earlier, the organizational and SDBIP scorecards should be submitted to the Executive
Committee for consideration and review on a quarterly basis. The reporting should therefore take place as
follows within a financial year:

July to end of September October
October to the end of December January
January to the end of March April
April to the end of June July

The review in January will coincide with the mid-year performance assessment as per section 72 of the
MFMA. The said section determines that the Accounting Officer must, by 25 January of each year, assess
the performance of the municipality and report to the Council on, inter alia, its service delivery performance
during the first half of the financial year and the service delivery targets and performance indicators as set
out in the SDBIP.

14. Annual Performance Reporting and Review

On an annual basis a comprehensive report on the performance of the Municipality also needs to be compiled.

The requirements for the compilation, consideration and review of such an annual report are set out in chapter

12 of the MFMA. In summary it requires that:

¢ All municipalities for each financial year compile an annual report.

eThe annual report should be tabled within seven months after the end of the financial year.

eSoon after the annual report has been tabled, it should be made public and the local community should be
invited to submit representations thereon.
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eThe municipal Council should consider the annual report within nine months after the end of the financial
year and adopt an oversight report containing the Council's comments on the annual report.

e The adopted oversight report should be made public.

eThe annual report as tabled and the Council’s oversight report should be forwarded to the Auditor-General,
the Provincial Treasury and the department responsible for local government in the Province.

eThe annual report as tabled and the Council’s oversight report should be submitted to the Provincial
legislature.

The oversight report to be adopted provides the opportunity for full Council to review the performance of the
Municipality. The requirement that the annual report once tabled and the oversight report be made public
similarly provides the mechanism for the general public to review the performance of the Municipality.
However, the Municipality will budget for the compilation of a user-friendly citizens’ report. The citizens’ report
should be a simple, easily readable and attractive document that translates the annual report for public
consumption.

Over and above the legal requirements of the MSA and the MFMA, there should be an annual public

campaign that involves the community in the review of municipal performance. Such a campaign could

involve all or any combination of the following methodologies:

e Various forms of media should be used to convey the annual report e.g. radio, newspapers, notice boards
(in shops and community halls) and billboards.

e The public should be invited to submit comments on the annual report via physical visits to the municipality
offices, telephone, fax and email.

e Public hearings could be held in a variety of locations to obtain input of the annual report.

e Making use of existing structures such as ward committees to disseminate the annual report and invite
comments.

e Hosting a number of public meetings and roadshows at which the annual report could be discussed and
input invited.

e Producing a special issue of the municipal newsletter in which the annual report is highlighted and the
public invited to comment.

The public review process should be concluded by a formal review of the annual report by the IDP
Representative Forum of the Municipality.

The annual performance report should be compiled and completed no later than two months after financial-
year end. That will ensure that its outcomes can timeously inform the next cycle of performance planning.

15.Summary of Various Performance Reporting Requirements
The following table, derived from both the legislative framework for performance management and this PMS

framework, summarizes the various performance reporting deadlines as they apply to Emalahleni
Municipality.
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1. SDBIPs Quarterly Exco See MFMA Circular 13 of National
Treasury for further information
2. Monthly budget Monthly Mayor (in consultation with | See sections 71 and 54 of the MFMA
statements Exco)
3. Organizational Quarterly Exco This PMS framework (see section
Scorecard 8.5.1 above)
4. SDBIP mid-year | Annually during | ¢  Mayor (in consultation | See sections 72 and 54 of the MFMA
budget and January of each with Exco)
performance year e Council
assessment
5. Performance Annually Council See section 46 of the Municipal
report Systems Act as amended. Said
report to form part of the annual
report
6. Annual report Annually Council See chapter 12 of the MFMA

16.The Auditing of Performance Measures

The Role of Internal Audit in Terms of Performance Management

The MFMA requires that the Municipality must establish an internal audit section which could be outsourced
(depending on municipal resources and specific requirements). Section 45 of the MSA stipulates that the
results of the municipality’s performance measures should be audited by the said internal audit section as
part of the internal auditing process and annually by the Auditor-General. For, Emalahleni, the internal audit
function will be outsourced in liaison with the Chris Hani District Municipality.

The Municipal Planning and Performance management Regulations stipulates that the internal audit section
must, on a continuous basis, audit all performance and the auditing must include an assessment of the
following:

() The functionality of the municipality’s performance management system. The internal audit section must
therefore on a regular basis audit whether the PMS of the Municipality is functioning as developed
and described in this framework.

(i) Whether the municipality's performance management system complies with the Act. This
compliance check would require that the Municipality’s internal audit unit, at least on an annual basis,
verify that the Municipality's PMS complies with the said legal requirements.

(iif) The extent to which the municipality’s performance measurements are reliable in measuring the
performance of municipalities by making use of indicators. The Municipality should have a proper
information management system (electronically or otherwise) so that the internal audit function is able
to access information regularly and to verify its correctness.

The Municipality’s internal auditors must submit quarterly reports on the audits undertaken to the Municipal
Manager and the Audit Committee.
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17. Audit Committee

The MFMA and the Municipal Planning and Performance Management Regulations require that the municipal
Council should establish an audit committee consisting of a minimum of three members, where the majority
of members are not employees of the municipality. No Councillor may be a member of an audit committee.
Council should also appoint a chairperson who is not an employee of Emalahleni municipality.

The Regulations give municipalities the option to establish a separate performance audit committee whereas

the MFMA provides only for a single audit committee. Emalahleni municipality will share the audit committee

with Lukhaniji local municipality and Sakhisizwe local municipality within the district. The operation of this audit

committee when dealing with performance management is governed by section 14 (2-3) of the Regulations

which require the audit committee to do the following:

e Review the quarterly reports submitted to it by the internal audit unit.

e Review the municipality's PMS and make recommendations in this regard to the Council of the
Municipality.

e At least twice during a financial year submit an audit report to the municipal Council.

In order to fulfil their function, a performance audit committee may, according to the MFMA and the

Regulations:

e communicate directly with the Council, municipal manager or the internal; and external auditors of the
municipality concerned;

e access any municipal records containing information that is needed to perform its duties or exercise its
powers;

e request any relevant person to attend any of its meetings and, if necessary, to provide information
requested by the committee; and

¢ Investigate any matter it deems necessary for the performance of its duties and the exercise of its powers.

18. Performance Investigations

The Audit Committee should also be able to commission in-depth performance investigations where there
is either continued poor performance or a lack of reliability in the information being provided. Those
performance investigations should assess the following:

The reliability of reported information.

e The extent of performance gaps from targets.

e The reasons for performance gaps.

o Corrective action and improvement strategies.

The outsourced internal audit section will be used to conduct these investigations and should ensure the
involvement of people who are experts in this area. For each investigation, clear terms of reference will need
to be adopted by Council.

19. Stakeholder Roles and Responsibilities

Figure 3 outlines the key roles and responsibilities to be discharged by the various role players in the
process.
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STAKEHOLDER

Adopt the PMS Framework & PMS
Adopt the Municipal Scorecard
Conduct Annual Review

Commission Performance Audits
Report to the public and Province

Plan for PM

Adopt the PMS Framework & PMS
Draft Scorecards

Approve Departmental Scorecards
Conduct Performance Measurements
Commission Performance Reviews
Produce PM Reports

w+ Commission Performance Audits
Audit Committee Audit PM Reports & make recommendations
Internal Audit Audit the results of Performance Measurements
IDP Steering Committee
IDP Rep. Forum Participate in PM Planning, Monitoring & Review
Ward Committees

A
o
-
m

Council / Exco

Management Team

CHA 4L 44 s

Figure 2: Stakeholder Roles & Responsibilities
20.Performance Management at Individual Level

The reality is that the municipality is an institution that employs people, thus its performance is highly
dependent on employees. It therefore follows that performance needs to be managed at individual employee
level. The individual performance management system is a vehicle for implementing the operational plans
emanating from the municipal / SDBIP targets. At individual level, PM is meant to improve linkages between
individuals, functions and the broader Municipal objectives. The PMS is aimed at providing specific standards
to assist the employer, management and municipal staff to perform to the required standards. Emalahleni will
use the individual PMS to:

e Manage and measure behaviours that contribute to organizational and individual success.

Recognize levels of actual performance in relation to agreed targets.

Encourage continuous improvement and efficiency.

Identify and act on areas for individual development.

Provide a platform for communication on performance between superiors and employees.

This section discusses the structured process for managing performance of the municipal manager and the
employees that directly report to him; and separately discusses the process of managing performance for the
rest of municipal staff. Albeit, the foundation for both levels is similar as summarized in Figure 4 and explained
in the balance of this section.
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Figure 3: Cycle for Managing Performance at Individual Level

21.Performance Management for Section 54A and 56 Managers

Performance management for the municipal manager and the employees that directly report to him will strictly
adhere to the provisions of the Municipal Performance Regulations (2006) shown in Annexure 3. The key
phases are, namely, Performance Contracting; Performance Review; and Performance Assessment. This
section will also discuss disputes relating to PM.

(i) Performance Contracting

Performance contracting is characterized by the consultation between the employer and the

employee regarding specific performance standards that should be adhered to during the given

financial year. Being the first of the three key phases, Performance Contracting entails the signing of

the Performance Agreement within one month after commencement of each financial year, with the

purpose to:

o comply with the contract of employment;

o comply with section 54A of the MSA;

o specify the agreed objectives and targets; and communicate the municipality’s performance
expectations in line with the IDP, the SDBIP and the budget;

o specify accountabilities that are drawn in the Performance Plan;

serve as a basis of the municipality’s commitment to a performance orientated relationship;

o Provide a platform for monitoring, evaluating and measuring performance against targeted
outputs and subsequently rewarding good performance.

o
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At this phase, the employee will commit to focusing on implementing the key objectives [i.e. KPA's,
including any relevant special projects and the Core Competency Requirements (CCRs)]. The KPAs
and CCRs are assigned a weight, respectively. Such weighting (as it is known) denotes the relative
importance of the key objectives to each other. The KPAs would cover the main areas of work and
would account for 80% whereas the CCRs would account for 20% of the final performance
assessment (which is discussed in Phase 3 of this section). For the MM, the KPAs are as follows:
o Basic Service Delivery

Municipal Institutional Development and Transformation

Local Economic Development (LED)

Municipal Financial Viability and Management

Good Governance and Public Participation

O O O O

For managers that directly account to the MM, the KPAs that are related to the functional areas of that manager’s
position, should be negotiated between that manager and the municipal manager. The CCRs that are critical for
the employee’s job should be selected from the following list and must also note the compulsory Core Managerial
Competencies.

Core Managerial Competencies

Strategic Capability and Leadership

Programme and Project Management

Financial Management (compulsory)

Change Management

Knowledge Management

Service Delivery Innovation

Problem Solving and Analysis

People Management and Empowerment (compulsory)
Client Orientation and Customer Focus (compulsory)
Communication

Honesty and Integrity

Core Occupational Competencies

Competence in Self-Management

Interpretation of and implementation within the legislative and national policy frameworks
Knowledge of developmental local government

Knowledge of Performance Management and Reporting

Knowledge of global and South African specific political, social and economic contexts
Competence in policy conceptualization, analysis and implementation

Knowledge of more than one functional municipal field / discipline

Skills in Mediation

Skills in Governance

Competence as required by other national line sector departments

Exceptional and dynamic creativity to improve the functioning of the municipality

Figure 4: List of Core Competency Requirements (CCRs) for Employees

In order to address the development gaps that support the achievement of set performance targets, a Personal
Development Plan (PDP) will be developed and form part of the Performance Agreement. A sample PDP is shown
in Annexure 5. In line with the MFMA, the Performance Agreements will be made available to the public.
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(ii) Performance Review

Performance review is aimed at checking and monitoring progress of the employee in satisfying the key objectives
and their targets. Performance reviews will happen at the end of the first, second and third quarters of the year,
as noted below.

October
January
April

July to end of September
October to the end of December
January to the end of March

Emalahleni may elect to conduct verbal reviews for the first and third quarters, particularly if performance is
deemed satisfactory. During any of the reviews, the municipality will, however, make use of the assessment tools
that will be ultimately used in the Performance Assessment phase (4" Quarter). Despite the fore stated
performance review intervals, the employer reserves a choice to review performance at any stage (for as long as
the employment contract is still valid). For operational reasons and also based on agreement with the employee,
the employer will be entitled to making changes to the provisions of the Performance Plan. In addition, performance
feedback will be based on the employer’s assessment of the employee’s performance.

The performance review will entail the “stock taking” of the achievements on KPAs and CCRs. Each of the two will
be reviewed as follows:

Key Performance Areas
a) Using the performance plan, each KPA will be reviewed in terms of the extent of meeting the KPIs and
ad hoc tasks associated with that KPA.
b) The following five-point scale will be used to rate performance on each KPA:

. - Rating
Level | Terminology | Description 112 13 (415
Outstanding Performance far exceeds the standard expected of an
performance employee at this level. The appraisal indicates that the
5 employee has achieved above the fully effective results
against all performance criteria and indicators as specified
in the PA and Performance Plan and maintained this in all
areas of responsibility throughout the year.
Performance Performance is significantly higher than the standard
significantly expected in the job. The appraisal indicates that the
4 above employee has achieved above fully effective results
expectations against more than half of the performance criteria and
indicators and fully achieved all others throughout the
year.
Fully effective | Performance fully meets the standards expected in all
areas of the job. The appraisal indicates that the employee
3 has fully achieved effective results against all significant
performance criteria and indicators as specified in the PA
and Performance Plan.
Performance Performance is below the standard required for the job in
not fully key areas. Performance meets some of the standards
2 effective expected for the job. The review / assessment indicate
that the employee has achieved below fully effective
results against more than half the key performance criteria
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Level | Terminology | Description Rating

and indicators as specified in the PA and Performance
Plan.

Unacceptable | Performance does not meet the standard expected for the
performance job. The review / assessment indicate that the employee
has achieved below fully effective results against almost
all of the performance criteria and indicators as specified
in the PA and Performance Plan. The employee has failed
to demonstrate the commitment or ability to bring
performance up to the level expected in the job despite
management efforts to encourage improvement.

c) The rating calculator will be developed and used for adding the scores for each KPA thus giving a final
KPA score.
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Critical Competency Requirements
a) Each CCR will be reviewed in terms of the extent to which the specified standards have been met.
b) The fore going five-point scale will be used for each CCR.
c) The rating will be multiplied by the weighting for each CCR and result in a score.
d) The rating calculator will be used to add the scores and calculate the final CCR score.

It should be noted that for the mid-year review (i.e. October — December) it is important for the employer
to keep records.

(iii) Performance Assessment

Performance assessment is aimed at concluding the employee’s performance measurement and development
against set objectives. It will happen during the fourth quarter of the financial year. For purposes of practicality,
performance assessment will be executed similar to the Performance Review (explained above), save the following
important variations:

a) It will not be “stock take” but a “final evaluation” exercise for the financial year.

b) The minimum composition requirements of the evaluation panels will be as follows:

Mayor, outside MM &Audit Committee Chairperson MM

Chairperson of the audit committee Chairperson of the audit committee
Executive Committee member Executive Committee member
Mayor or MM from another municipality MM from another municipality
Ward committee member nominated by Mayor HR. Manager

HR. Manager

c) Performance assessment will form the basis of rewarding outstanding performance and correcting
unacceptable performance.

d) Using the rating calculator, the range of performance bonus will be allocated as follows, as a percentage
of the all-inclusive remuneration package:

150% + 10% — 14%
130% to 149% 5% — 9%

e) Unacceptable performance will be handled through providing remedial support to improve the employee’s
performance for an agreed timeframe (with the employer). If such structured attempts prove to be
unsuccessful, the employer should take steps to terminate the contract on grounds of unfitness or
incapacity. In that case, there should be adherence to the provisions of the Labour Relations Act.

f) Within 14 days of concluding the assessment of the MM'’s performance, the results thereof will be
submitted to the MEC for Eastern Cape local government and the national Minister for local government.

(iv) Dispute Resolution
Disputes will be distinguished and handled as follows:

a) Disputes Pertaining to Performance Agreement
Where a dispute involves the MM, as an employee, such a dispute should be formally lodged by the MM to the
Provincial MEC for local government. The MEC or his / her designate will mediate within 30 days of receipt of a
formal dispute. The decision therefore will be final and binding on both the MM and the municipality.
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Where a dispute involves a manager who directly accounts to the MM, such dispute should be formally lodged to
the Mayor who will mediate within 30 days of receipt of a formal dispute. The Mayor’s decision will be final and
binding on both the manager and the MM.

b) Disputes Pertaining to the Outcome of Performance Evaluation
Where a dispute involves the MM, as an employee, such a dispute should be formally lodged by the MM to the
Provincial MEC for local government. The MEC or his / her designate will mediate within 30 days of receipt of a
formal dispute. The decision therefore will be final and binding on both the MM and the municipality.
Where a dispute involves a manager who directly accounts to the MM, such dispute should be formally lodged to
a member of the municipal Council who was not part of the evaluation panel. Such member will mediate within 30
days of receipt of a formal dispute and his / her decision will be final and binding on both the manager and the
MM.

k. Performance Management for all Other Municipal Staff Members
At this level of the municipality, performance will also be managed in accordance with the phases shown in Figure
3. The objectives of the above phases are individually provided below.
(i) Contracting
Contracting will entail the conclusion of a new performance agreement in a new financial year. That will take place
within one month after the commencement of the new financial year. Specific objectives are, namely:
e To provide details of expected performance for the particular financial year in line with the
Departmental objectives.
e To set the scene for developing a Personal Development Plan (PDP) for the employee in order to
ensure performance improvement.
e To give clear and detailed targets for the employee with regard to Key Performance Areas, Key
Performance Indicators, target dates and weightings.

(ii) Performance Review
The aim of the performance review is to check and monitor progress of the employee on each KPA, by checking
the difference between the actual and expected performance. The performance reviews are scheduled as follows:

July to end of September October
October to the end of December January
January to the end of March April

In addition, the performance review is aimed at the following:
e To discuss corrective action where it is necessary.
e To check and monitor the progress of the employee on their PDP.
e To update and customize the PDP, where necessary.

(iii) Performance Assessment

Performance assessment will be based on the individual’'s performance in terms of the outputs / outcomes (KPI’s)
that are linked to KPA’s which were agreed during the performance contracting phase. It will take place during the
last quarter of the financial year. Specific objectives are as follows:

e To conclude an employee’s performance measurement and development for each semester in that
particular financial year.
To assign KPA and final ratings/scores for the performance cycle.
To determine the impact of the employee’s development on his/her performance.
To rate the employee’s performance, using the rating scale that the municipality will develop.
To recognize employee performance by assigning non-financial rewards which are guided by scores
from the performance rating scale.
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In support of the developmental nature of PMS, the municipality will ensure application of developmental support
throughout all phases of the PM cycle. That will be in the form of PDP’s whose primary focus will be on ensuring
that the employee is well capacitated to deliver on the set performance targets. Albeit, performance feedback will
be based on the employer’s assessment of the employee’s performance.

All phases of the PM cycle will leave room for addressing disputes that may arise. Disputes will be handled in line
with the provisions of the municipal Disciplinary Code and / or the Collective Agreement, as applicable.

L. General Issues Relating to Performance Management

This section highlights some general issues related to performance management that need to be taken into
account in implementing the PMS in the Municipality.

Annual Review of the Performance Management System

After the full cycle of the annual review and reporting is complete and the audit committee has met as required,
the internal audit function will compile a comprehensive assessment / review report. The report will be on whether
the Municipality's PMS meets the system objectives and principles as set out in this framework and whether it
complies with the MSA, PMS Regulations and the MFMA. The report will need to be considered by the audit
committee who will then submit any recommendations to the Executive Committee.

The review undertaken and recommendations made by the audit committee could serve as input into the wider
municipal review of the PMS. After the full cycle of the annual review, the Municipal Manager should initiate an
evaluation report that includes inputs from departments. The report will then be discussed by the management
team and finally submitted to the Council for discussion and approval. All those steps will also fulfil the MSA’s
requirement that the Municipality should annually evaluate its PMS.

Amendments to KPI's and Targets

The Municipality will need to adopt a policy on amendments to performance indicators and targets. As a policy
area, such amendments may be proposed but will be subject to the approval of the Executive Committee in
consultation with the Municipal Manager.

Integrating PMS with the Council’s Existing Management Cycle

International best practice indicates that PMS stands the best chance to succeed if it is integrated with the current
management cycle of the Municipality. The purpose of such a cycle would be to guide the integration of important
processes e.g. the strategic planning or development process in terms of the IDP methodology, the annual budget
process and the formal process of evaluating and assessing Council’s performance in terms of the approved PMS
and this framework. Emalahleni municipality will develop and adopt a similar cycle that is suitable to its own
circumstances and requirements.

Institutional Arrangements

The implementation of the PMS in terms of this framework would require coordination at organizational level and
that will be the task of the IPED Manager’s position, which will be acting on behalf of the municipal manager. Those
duties will therefore form part of the IPED Manager's Performance Agreement.

For PMS at an individual level, the responsibility for co-ordination, administration and record keeping will be the
responsibility of the position that is responsible for human resource management. Likewise, such duties will form
part of the Corporate Service Manager’s Performance Agreement.

The Municipality will ensure that its outsourced internal audit section has expertise in dealing with performance
management responsibilities which are practically over and above the traditional financial audit responsibilities.
Conclusion

There are no definitive solutions to managing municipal performance. The implementation of the performance
management system will be an incremental process.
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Municipal Unfunded Projects

Below is a list of high impact projects, identified for purposes of seeking funding:

Key Priority Area | Directorate | Unfunded Project Progress to Date
Local Economic Economic Shearing Shed
Development Development,
Tourismand | Mechanization / Tractors
Agriculture Fencing of Arable land
Basic Infrastructure | Community Environmental Management Projects | Awaiting calls for proposals
and Service Services (Transfer Station and Landfill sites) from Environmental
Delivery Protection Infrastructure
Programme (DEA)
Management of Parks and Open Awaiting response from
Spaces Department of Trade and
Industry
Indwe Resort Lobbying from various
Community Halls and Sport Fields Awaiting National Lottery
Disaster Management Centre Lobbying from various
stakeholders
Vehicle Testing Station Submit business plan to
National Department of
Transport
Compliant Animal Pound Submit business plan
Infrastructure | Construction of rural roads (Paving)
Development | Provision of alternative energy supply
and Human | (Electrification)
Settlements | An effective Operation and
Maintenance programme on Roads
and Storm Water
An effective Operation and
Maintenance programme on Street-
lights
Housing (Facilitation) / Office
Development (Municipal Offices,
Middle Income Houses, Rental Stock
Housing, Breaking New Grounds
BNG etc.)
Municipal Office of the | Automated Performance
Transformation and | Municipal Management System
Institutional Manager Development of the Inter-
Development Governmental Relations Framework
Gender Mainstreaming
Good Governance | Corporate Gazetting of By-laws Partly Budgeted
and Public Services
Participation
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CONTACT DETAILS
Head Office:
37 Indwe Road, Private Bag X1161, Lady Frere 5410
Tel: 047 878 0020, Fax: 047 878 0112

Dordrecht Unit:
Grey Street, Town Hall Building, Dordrecht, 5435
Tel: 045 943 1017 / 1018, Fax: 045 943 1966

Indwe Unit:
40 Fletcher Street, Indwe, 5445
Tel: 045 952 1070 / 1008, Fax No: 045 952 1008

Email: vatalas@emalahlenilm.gov.za, Website: www.emalahlenilm.gov.za



